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British Mercantilism and the Economic 
Development of the Thirteen Colonies 


ERCANTILISM is defined for this discussion as a policy of 

government that expressed in the economic sphere the spirit of 
nationalism that animated the growth of the national state in early 
modern times. The policy aimed to gain for the nation a high degree of 
security or self-sufficiency, especially as regards food supply, raw 
materials needed for essential industries, and the sinews of war. This 
end was to be achieved in large measure by means of an effective control 
over the external activities and resources upon which the nation was 
dependent. In turn, that urge impelled the mercantilists to prefer 
colonial dependencies to independent foreign countries in seeking 
sources of supply. If the state could not free itself completely from trade 
with foreign nations, it sought to control that trade in its own interest 
as much as possible. To realize such objectives, mercantilism embraced 
three subordinate and related policies. The Corn Laws fostered the 
nation’s agriculture and aimed to realize the ideal of self-sufficiency 
as regards food supply. State aids to manufacturing industries, such as 
the protective tariff, sought to provide essential finished goods, includ- 
ing the sinews of war. The Navigation Acts were intended to assure 
that foreign trade would be carried on in such a way as to yield the 
maximum advantage to the state concerned. 

Since the mercantilist states of Europe lacked the resources for com- 
plete self-sufficiency, they could not free themselves from dependence 
on foreign supplies. Economic growth therefore increased the im- 
portance of external trade, and the preference for colonies over foreign 
countries intensified the struggle for dependent possessions. The 
importance in mercantilism of a favorable balance of trade and of a 


large supply of the precious metals is a familiar theme. We need only 
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to remind ourselves that the mercantilists considered it the duty of 
government to obtain and to retain for the nation both a favorable trade 
balance and an adequate stock of gold and silver. To this end the state 
should help to build up a national merchant marine and should foster 
domestic manufacturing industries. The chief means of procuring raw 
materials, a favorable trade balance, and an ample supply of the precious 
metals was that of exporting high-priced manufactured goods and 
shipping services. 

Despite its emphasis on government action, mercantilism was not 
socialism. In England, the system invoked the initiative and enterprise 
of private citizens. It encouraged the merchants, shippers, and manu- 
facturers by conferring benefits upon them and by identifying their 
private interests with the highest needs of the state. So close was this 
identification that one may properly regard the theory of mercantilism 
as a rationalization of the special interests of dominant groups of the 
time. The mercantilist policy was an expression of an accord between 
landowners and merchant-capitalists in alliance with the Crown. 

Is it possible to measure the influence of government on the economic 
development of an area? Whether such influence be large or small, it 
must necessarily be only one factor at work in the process of economic 
change. The range of influence of even the most powerful government 
is limited, whereas economic activity is world-wide in its scope and 
ramifications. Thus far no scheme of statecraft has ‘succeeded in 
bending all the members of the perverse human family to its designs. 
To many students of economic affairs it may seem futile to attempt to 
isolate and to measure the effect of only one factor in the immensely 
intricate, varied, and shifting activities that are involved in the develop- 
ment of a large area, such as the thirteen colonies. But perhaps such 
an effort may serve a purpose. It at least stimulates thought, which is 
essential to intellectual growth, and growth—not final answers or 
ultimate solutions—is all that one can expect to attain in this world of 
perpetual change. 

To begin with, we note that the thirteen colonies experienced a 
phenomenal development during the 150 years in which they were 
subject to the regulating policies of English mercantilism. Adam 


Smith said in 1776: 


A nation may import to a greater value than it exports for half a century, perhaps, 
together; the gold and silver which comes into it during all this time may be all 
immediately sent out of it; its circulating coin may gradually decay, different 
sorts of paper money being substituted in its place, and even the debts, too, which 
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it contracts with the principal nations with whom it deals, may be gradually 
increasing; and yet its real wealth, the exchangeable value of the annual produce 
of its lands and labor, may, during the same period, have been increasing in a 
much greater proportion. The state of our North American colonies, and of the 
trade which they carried on with Great Britain, before the commencement of the 


present disturbances, may serve as a proof that this is by no means an impossible 
supposition. 


To what extent did English mercantilism contribute to this “real 
wealth’—this “exchangeable value of the annual produce of... 
lands and labor?” Lands and labor. Two of the most fundamental 
factors in the growth of the thirteen colonies were the character of the 
people and the nature of the land and resources to which they applied 
their labor. The connecting link between the two that gave the thirteen 
colonies their unique character was the system of small individual 
holdings that came into being, usually at the start of settlement. It 
provided a strong incentive to labor and was therefore a major factor 
in their development. Crévecoeur spoke of “that restless industry 
which is the principal characteristic of these colonies,” and observed: 
“Here the rewards of . . . [the farmer’s] industry follow with equal 
steps the progress of his labor; his labor is founded on the basis of 
nature, self-interest, can it want a stronger allurement... ? As farmers 
they will be careful and anxious to get as much as they can, because 
what they get is their own.” 

Although the land system of the thirteen colonies has not usually 
been considered an element of mercantilism, yet it was not divorced 
from it. Why did the English Government grant to its colonies a bene- 
fit that was not commonly bestowed on settlers by the other colonizing 
powers? Small holdings inspired the colonists to work; their labor 
expanded production; and increased production enlarged English 
commerce. The resulting trade was more susceptible to control by the 
state than a comparable trade with foreign countries would have been. 
For this reason, the colonial land system may be regarded as an ex- 
pression of mercantilist policy. Viewed in this light, mercantilism 
contributed directly to the growth of the settlements. 

Such also was the effect of the policy of England with reference to 
the peopling of its part of America. The government opened the doors 
to immigrants of many nationalities and creeds. Its liberality in this 
respect was unique. It harmonized with the mercantilist doctrine. 
The Crown admitted dissenters and foreigners in order to expand 
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colonial production and trade. Such immigrants were, to a large extent, 
industrious, progressive, and energetic. Their productivity was stimu- 
lated by the climate of freedom in which they lived—a climate that 
was made possible in good measure by the indulgence of the govern- 
ment. The resulting growth of English trade served the needs of the 
state as they were viewed by the mercantilists. 

We shall next consider the effects of specific mercantilist laws and gov- 
ernment actions on the economic development of the thirteen colonies. 
It appears at once that such laws and actions did not create or sustain 
any important industry or trade in Colonial America. The major 
economic pursuits of the colonies grew out of, and were shaped by, 
the nature of the resources of the land, the needs of the settlers, and 
the general state of world trade in the seventeenth century. No im- 
portant colonial activity owed its birth or existence to English law. The 
statutes and policies of mercantilism, with an exception or two, sought 
to control, to regulate, to restrain, to stimulate, or to protect. In the great 
majority of instances it was not the role of the government to initiate, 
to originate, to create. All the important mercantilist laws were adopted 
in response to a development that had occurred. They undertook to 
encourage, or to regulate, or to suppress some industry, practice, or trade 
that had been initiated by private citizens and which they had proved 
to be profitable. When the origins of enterprise in America are con- 
sidered, it appears that every important industry got its start by 
reason of the natural resources of an area, by virtue of the demand for 
a product, or because of such factors of trade as transportation or 
location. Ordinarily, the government did not subject a colonial activity 
to regulation by law until it had proved itself to be profitable. In 
Virginia, for instance, the government did not initiate the tobacco 
industry or attempt to stimulate its early development. Rather, the 
Crown sought to discourage it. After it had taken root under the 
influence of general economic conditions, the government stepped 
in to regulate it. The major Navigation Act was passed in response to 
the success of the Dutch in world commerce. The English Government 
did not legislate against certain industries in the colonies until they had 
grown pf their own accord to the extent that they menaced their 
English counterparts. The currency policy which England applied 
to its colonies was worked out not in a vacuum but in answer to prac- 
tices in which the colonists were engaging. 

The effects of mercantilist laws naturally depended upon their 
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enforcement. Since they almost invariably sought to prevent something 
that the colonists had found to be profitable, the task of enforcement 
was difficult. It required the exercise of force and vigilance. 

In a general way, the government attained a reasonable success in 
its efforts to enforce the policies that bore directly on the southern 
mainland colonies, whereas the principal acts which were designed for 
the Middle Colonies and New England could not be made effective. 

The program for the plantation area embraced several policies. 
The Navigation Act of 1661 excluded from its trade all foreign mer- 
chants and foreign vessels. By the terms of the Staple Act of 1663 the 
planters must buy most of their manufactured goods from England. 
Slaves must be bought from English slave traders. The area must 
depend upon English sources for capital and credit, and the planters 
could not avail themselves of legal devices in order to ease their burdens 
of debt. 

The government made a strenuous effort to enforce these policies. 
The decisive action centered in the three Dutch wars between 1652 
and 1675. The defeat of the Dutch drove them from the southern 
trade and enabled the English merchants to hold it as in a vise. After 
1665 the development of the plantation colonies proceeded in con- 
formity with the tenets of mercantilism. The effect was to retard that 
development, since the planters were subjected to a virtual English 
monopoly and were denied the benefits of competitive bidding for 
their crops and the privilege of buying foreign goods and shipping 
services in the cheapest market. 

Certain conditions of the period 1675 to 1775 favored the English 
mercantilists in their efforts to enforce the southern policy. The 
geography of the Chesapeake country made it easy to exclude foreign 
vessels, since the English navy had to control only the narrow entrance 
to the bay in order to keep foreign vessels from reaching the plantations. 
That the tobacco ships had to move slowly along the rivers made 
concealment impossible for interlopers. Secondly, there was the factor 
of debt. Once a planter had become indebted to an English merchant, 
he was obliged to market his crops through his creditor in order to 
obtain new supplies. Hence he lost the advantage of competitive bidding 
for his export produce. And finally, the four wars with France, 1689- 
1763, served to rivet the plantation area to Britain, as mercantilism 
intended. The British navy provided convoys for the tobacco ships, 
and the expenditures of the Crown in America for military purposes 
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provided the planters with additional buying power for English goods, 
thereby increasing their dependence on British merchants, vessels, and 
supplies. 

By reason of the acts of government, the economic development of 
the southern colonies exhibited after 1665 about as clear an example 
of effective political control of economic activity as one can find. The 
trade of the southern colonies was centered in Britain. They were 
obliged to employ British shipping, to depend on British merchants, 
and to look only to British sources for capital and credit. They were 
not permitted to interfere with the British slave trade. British invest- 
ments enjoyed a sheltered market in that the Crown excluded the 
foreign investor from the area and prohibited the colonists from 
taking any legal steps that would impair the claims of British creditors. 
The resulting dependence of the plantation country gave it a strongly 
British character, retarded its development, fostered discontent, and 
goaded the planters to resistance and revolt. 

The initial enforcement of the Navigation Acts in the 1660’s reduced 
the profits of the tobacco planters and forced them to cut the costs 
of production. Slavery was the answer. Appropriately at this time the 
English Government undertook to furnish its colonies with an ample 
supply of slaves. The planters were obliged to buy them on credit—a 
main factor in reducing them to a state of commercial bondage. The 
English Government forbade the planters to curtail the nefarious 
trafic. American slavery was thus one of the outstanding legacies of 
English mercantilism. That resolute foe of English mercantilist policy, 
George Washington, subscribed to the following resolve in 1774: “We 
take this opportunity of declaring our most earnest wishes to see an 
entire stop forever put to such a wicked, cruel, and unnatural trade.” 

In another sense the Navigation Act of 1661 had a discernible effect 
on American development. It stimulated the shipbuilding and shipping 
industries in New England and the Middle Colonies. It did not, how- 
ever, create those industries. But the English Government drove the 
Dutch from the trade of English America before English shipping 
could meet the full needs of the colonies. The Navigation Act gave 
to English colonial shipbuilders and shipowners the same privileges 
that were given to English shipbuilders and shipowners. Undoubtedly 
this favored treatment spurred on the shipping industries of New 
England. Shipbuilding flourished there, since the colonial builders 
were permitted to sell their product to English merchants, and New 
England shipowners could employ their American-built vessels in the 
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trade of the whole empire. New England benefited directly from the 
expulsion of the Dutch from the trade of English America. After New 
England’s shipbuilding industry had become fully established (and had 
proved itself more efficient than its English rival) the British Govern- 
ment refused to heed the pleas of British shipowners who wished to 
subject it to crippling restraints. 

English policy for the plantation area was essentially negative. It did 
not originate enterprises. With one exception it did not attempt to 
direct economic development into new channels. The exception appears 
in the bounty granted for indigo—a form of aid that made the pro- 
duction of that commodity profitable and sustained it in the lower 
South until the time of the Revolution, when the industry expired 
with the cessation of the bounty. 

The policies that affected the Middle Colonies and New England 
differed materially in character and effect from the policies that were 
applied to the South. The northern area received the privilege of 
exporting its chief surplus products—fish, meats, cereals, livestock, 
lumber—directly to foreign markets. As already noted, the northern 
maritime industries flourished under the benefits conferred upon 
them by the Navigation Acts. Freedom to export the staples of the area 
in company with vigorous shipbuilding and shipping industries induced 
the northerners to engage in a varied foreign trade. This outcome, 
however, was in part a result of certain restrictive measures of the 
English Government. It prohibited the importation into England of 
American meats and cereals, thereby forcing the colonists to seek 
foreign markets for their surplus. 

The resulting trade of the northern area—with southern Europe, 
the Wine Islands, Africa, and the foreign West Indies—did not prove 
satisfactory to the English mercantilists. It built up in the colonies a 
mercantile interest that threatened to compete successfully with 
English traders and shipowners. It carried with it the danger that the 
northerners might nullify those features of the Navigation Acts which 
aimed to center most of the trade of English America in England. 
Nor did their reliance on foreign trade prove to be entirely satisfactory 
to the colonists. In time of war, their vessels were exposed to the 
depredations of the French. The English navy could not protect the 
diverse northern trades with convoys, as it protected the simpler, more 
concentrated commerce of the plantation area. The wartime disruption 
of the northern trade deprived the area of the foreign money and 
products that in peacetime its merchants carried to England for the 
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purpose of buying English goods for the colonial market. The re- 
sulting decline of the exportation of English merchandise was then 
deplored by the English mercantilists. Unable to procure finished goods 
in England, the northerners were driven to manufacture for themselves, 
Thence arose what the mercantilists regarded as a fatal danger—the 
prospect that the colonies would manufacture for themselves, decrease 
their purchases in England, and produce a surplus of finished goods 
that would compete with English wares in the markets of the world. 

To avoid this danger, the English mercantilists devised their major 
experiment in state planning of the early eighteenth century. They 
undertook to foster the production of naval stores in the Middle Col- 
onies and New England. Such products would be sent directly to 
England as a means of paying for English goods. They would divert 
the colonists from domestic manufacturing and free them from their 
dependence on diverse foreign trades. They would transform the 
commerce of the northern area in such a way that it would resemble 
that of the plantation area—a simple, direct exchange of American 
raw products for English finished goods. 

The naval-stores program was constructive in intent. The govern- 
ment sought to shape the development of the northern area, thereby 
solving a serious problem. But the policy failed. It did not stimulate 
the production of naval stores in the northern area sufficiently to 
provide it with adequate payments for English goods, or to divert the 
northerners from their foreign trades, or to halt the trend toward 
home manufacturing. 

This failure led the mercantilists to embrace a purely negative policy. 
As the trade of the northern area with the foreign West Indies increased, 
the English Government undertook to stop it altogether. Such was its 
intent in imposing upon the colonies the Molasses Act of 1733. But 
that effort did not succeed. Again, a mercantilist policy failed to bear 
its expected fruit. 

The early policies of mercantilism had a marked effect on the 
growth of the northern area. But the result turned out to be unpleasing 
to the English authorities. Their endeavors to give a new direction 
to the development of the area failed completely after 700. A problem 
had arisen for which English mercantilism never found a solution. 

The main element in this problem was the trend in the northern 
area toward domestic manufacturing. Since that trend menaced all 
the essentials of mercantilism, the English Government did its best 
to thwart it. Thus there was no more important ingredient in English 
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policy than the determined effort to retard or prevent the growth in 
America of industries that would produce the sort of goods that 
England could export at the greatest profit. Such, chiefly, were cloth, 
ironware, hats, and leather goods. The effectiveness of the laws and 
orders against colonial manufacturing is a subject of dispute. It is 
difficult to prove why something did not happen. If the colonies were 
slow in developing manufacturing industries, was it the result of 
English policy or of other factors? The writer believes that English 
policies had a strong retarding influence. The barriers erected were 
extensive and formidable. British statutes restrained the American 
woolen, iron, and hat industries. The colonies could not impose pro- 
tective tariffs on imports from England. They could not operate mints, 
create manufacturing corporations, or establish commercial banks— 
institutions that are essential to the progress of manufacturing. 

It was easier to enforce a policy against American fabricating in- 
dustries than a policy that aimed to regulate maritime trade. A vessel 
could slip in and out of the northern ports. A manufacturing plant and 
its operations could not be concealed, unless, as in later times, it was 
engaged in mountain moonshining. The exposure of factories to the 
gaze of officials undoubtedly deterred investors from building them in 
defiance of the law. 

New industries in an economically backward country commonly 
needed the positive encouragement and protection of government. 
It was the rule of mercantilism that handicaps to home manufacturing 
should be overcome by tariffs, bounties, and other forms of state aid. 
Such stimuli were denied to the colonies while they were subject to 
English mercantilism. Not only was the imperial government hostile; 
equally important, the colonial governments were not allowed to 
extend assistance to American promoters who wished to establish 
industries on the basis of efficient, large-scale operations. 

An important aspect of the influence of state policy is its effect on 
the attitude of the people who are subjected to its benefits and re- 
straints. The colonists as a whole were not seriously antagonized by 
the British imperium prior to 1763. Its most detrimental policy—that 
of the Molasses Act—was not enforced. In time of war (which meant 
thirty-five years of the period from 1689 to 1763) the military ex- 
penditures of the Crown in America helped to solve the most crucial 
problem of the colonies by supplying them with funds with which 
they could pay their debts and buy needed supplies in England. The 
shipbuilders and shipowners of the northern area shared in the national 
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monopoly of imperial trade. Underlying all policy and legislation was 
the extremely liberal action of the English Government in making 
land available to settlers on easy terms and of admitting into the 
colonies immigrants of diverse nationalities and varied religious faiths. 

After 1763 the story is different. The colonies no longer received the 
sort of easy money that they had obtained from military expenditures 
during the wars. Instead, they were called upon to support through 
British taxes the defense establishment that was to be maintained in 
America after the war. Britain now abandoned its old liberal practice 
regarding land and immigration and replaced it with restrictive 
measures suggestive of the colonial policies of France and Spain. The 
Crown proceeded to enforce with vigor all the restraints it had 
previously imposed on colonial enterprise. Most of the features of 
the imperial rule that had placated the colonists were to be done away 
with. Not only were the old restraints to be more strictly enforced, 
they were to be accompanied by a host of new ones. The policies of 
Britain after 1763 merely intensified the central difficulty of the trade 
of the colonies. How might they find the means of paying for the 
manufactured goods that they must buy from England? If they could 
not get adequate returns, they would have to manufacture for them- 
selves. 

In its total effect, British policy as it affected the colonies after 1763 
was restrictive, injurious, negative. It offered no solutions of problems. 
In the meantime, the colonists, having lived so long under the rule 
of mercantilism, had become imbued with mercantilist ideas. If the 
British imperium would not allow them to grow and expand, if it 
would not provide a solution of the central problem of the American 
economy, the colonists would have to take to themselves the right and 
the power to guide their economic development. They would find 
it necessary to create a new authority that would foster American 
shipping and commerce, make possible the continued growth of 
settlement, and above all stimulate the growth of domestic manufac- 
turing industries. Thus another result of English mercantilism was 
the American Revolution and the creation thereafter of a new mer- 
cantilist state on this side of the Atlantic. 


Curtis P. Netrets, Cornell University 





National Income Estimates for the 
United States Prior to 1870 


HE analysis summarized below was made in an attempt to study 

long-term changes in the level and composition of national income 
in the United States. For reasons that will become clear, this attempt 
had to be limited to measures for years since 1870; but before this 
decision was reached, I had to scrutinize and reject the current and 
rather widely used estimates for the years prior to 1870. The notes 
below summarize the results of this scrutiny and may be of interest 
to other workers in the field.’ 


The only series now available on the national income of this country 
back to 1799 is that prepared by Robert F. Martin and published by the 
National Industrial Conference Board in National Income in the 
United States, 1799-1938, New York, 1939. It is used widely and quoted 
frequently, despite recognition of the tenuous basis upon which the 


estimates for the early decades rest—evidence of abhorrence of a 
statistical vacuum. 

According to these estimates, per capita income in 1799-1800, in 
purchasing power of 1926, amounted to $216. Then, while population 
grew from 5.2 million at that date to 16.6 million in 1839-1840, per 
capita income, in “1926 dollars,” declined to $198 (indeed, at the trough, 
reached in 1829-1830, it was $164). From 1839-1840 to 1879-1880, 
population grew from 16.6 to 49.1 million, at a rate only slightly less 
than that from 1799-1800 to 1839-1840. Per capita income, again in 
1926 dollars, rose from $198 to $309.” 


1A more detailed discussion is provided in an appendix to “Long Term Changes in the 
National Product of the United States since 1870,” a paper presented at the 1951 meeting 
of the International Association for Research in Income and Wealth and to be published in 
1952 by Bowes and Bowes, Cambridge, England, in Income and Wealth. Series II: Income and 
Wealth of the United States: Trends and Structure. 

2 All these figures are taken or derived from Martin, Table 1, p. 6, and are the variant 
adjusted for price changes by a cost-of-living index. The results for totals adjusted by an index 
of the general price level are roughly the same. 

The concept used by Martin closely approximates that commonly referred to as “national 
income at factor cost.” Martin does not include undistributed corporate profits, a relatively 
negligible item during the period under consideration. 
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These results are, on the face of it, surprising. Why should real 
product per capita have declined from 1800 to 1840 and then risen 
from 1840 to 1880, a period that included the protracted and destructive 
Civil War in the 1860’s? Could there have been a decline in per capita 
net output during the years of vigorous growth of population and 
expansion of the country in the first four decades of the nineteenth 
century? 

Of course, the estimates relate to single years, and may, therefore, 
be affected by circumstances peculiar to those years. As Martin points 
out, 1799 happens to be a year of relative prosperity, whereas 1839 
appears to be in a somewhat lower phase of the business cycle; * conse- 
quently, at least some of the decline shown between the two dates 
may be due to cyclical rather than to secular factors. But even so, it 
seems puzzling that over a period of forty years the increase in real 
income per capita should not have been substantial enough to show 
up in the record, no matter how crude. And Martin does interpret 
the figures as suggesting absence of significant advance in the secular 
levels of product per capita. The explanation suggested—the state 
of “general pioneering turmoil, punctuated by controversies, first with 
European countries, culminating in the War of 1812 with the British, 
and then the series of Black Hawk, Seminole, and other Indian Wars” * 
—is far from convincing. The much more serious disturbance of the 
Civil War failed to produce a downward trend in per capita real in- 
come for 1839-1870, and the earlier wars and other disturbances men- 
tioned could hardly have been a significant impediment to rapid 
growth of the economy under the conditions in which the American 
population found itself in the early nineteenth century. 

The question whether the four decades from 1800 to 1840 were, in 
fact, characterized by declining or stable secular levels of per capita 
income is of some importance. Unfortunately, the statistical evidence 
that can be mustered for the period is scanty. Yet the consensus of 
whatever evidence can be assembled strongly indicates that the im- 
pression conveyed by Martin’s estimates, if taken as an approximation 
to secular changes in per capita income, is highly questionable. We 
discuss this evidence briefly, without laying claim to completeness and 
without attempting to revise Martin’s estimates by substituting different 
figures. 


3 Ibid., pp. 9-12. 
4 Ibid., p. 8. The reference is to the period 1799-1849, but it applies equally to the four 
decades under discussion. 
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II 


Martin’s estimates provide a distribution of total income, in current 
prices, among the various industrial sectors in which it originated. This 
industrial distribution may, and in fact must, be subject to at least some 
of the serious qualifications that will have to be made concerning the 
per capita figures in constant prices. But let us assume here that the 
distinction, at least between agriculture and all other pursuits as 
sources of income, is acceptable. The share of agriculture in the total 
is roughly about a third through 1839 and then declines to a fifth by 
1879 (Table I, col. 2). 

From the industrial distribution of gainfully occupied, available 
from 1820 onward, we can secure the share attached to agriculture; 


TABLE | 


SHARE OF AGRICULTURE IN NATIONAL INCOME 
AND IN GAINFULLY OCCUPIED 


1799-1879 


Income from Same as Per Cent of 

Agriculture Per Cent of Gainfully Ratio 
(current prices, National Occupied in of 
million dollars) Income Agriculture (2) to (3) 

(1) (2) (3) (4) 

1799-1800 266 39.3 72.8 0.54 
1809-10 307 33.6 71.8 0.47 
1819-20 295 33.7 71.8 0.47 
1829-30 330 33.8 70.5 0.48 
1839-40 548 33-6 68.6 0.49 
1849-50 747 30.9 63.7 0.49 
1859-60 1,288 29.9 58.9 0.51 
1869-70 1,552 22:9 53.0 0.43 
1879-80 1,408 19.5 49.4 0.39 


Year 


Column 1: Martin, Table 16, p. 58, plus net rent on farm houses, calculated from Tables 43 
and 44, pp. 98-99. 

Column 2: Column 1 divided by national income, the latter in ibid., Table 1, p. 6. 

Column 3: For census years beginning with 1819, estimates by the Bureau of the Census, 
see Historical Statistics of the United States, 1789-1945, Series D-7, p. 63. The 
figures relate to 1820, 1830, and so on, the particular dates being those at which 
the population census was taken. 

For 1799-1800 and 1809-10, extrapolated from 1819-20 on the basis of the 
ratio at later dates to proportion of rural territory population in the total. For 
information on latter, see Historical Statistics, Series B-159 and 146, p. 29. The 
proportions were: 1800—93.9 per cent; 1810—92.7 per cent; 1820—g92.8 per cent; 
1830—g1.2 per cent; 1840—8g.2 per cent. 
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and on the basis of the association of the latter with the proportion of 
total population living outside urban communities, we can extrapolate 
agriculture’s share of gainfully occupied back to 1800." Comparison of 
this share with agriculture’s share of total income reveals a long-known 
interindustrial difference in income per person engaged; income per 
person engaged in agriculture is appreciably lower than that for the 
country as a whole. This deficiency in the share of agriculture is exag- 
gerated because persons among gainfully occupied attached to agri- 
culture may engage in other pursuits and thus derive income from 
other sources. But while allowance for such nonagricultural income 
of farm population would raise the ratio between columns 2 and 3 of 
Table I somewhat above the level of about 0.5, the adjustment would 
probably not bring it much closer to 1.0.° 

With such income-per-worker differences persisting, as they ob- 
viously do, a shift of the labor force from agriculture to other pursuits 
should in and of itself raise per worker income in real terms. Any 
adjustments for price changes ordinarily made are based upon changes 
in prices of identical goods, and do not allow for shifts in the composi- 
tion of product between rural and urban uses. Indeed, if we assume 
that the productivity in real terms per worker did not change either 


within agriculture or within other pursuits from 1799 to 1839, the rise 
in real product per worker that should have resulted from the shift 
of the labor force away from agriculture is 7.7 per cent.’ 


5 There may be a slight difference in the dating of population (and gainfully occupied) 
figures and those for income originating: the latter are designated in Martin’s book 1799, 1809, 
etc., whereas the former are for the census dates of the following year. However, as Martin 
indicates, his estimates, prior to 1899, “apply to no specific year but to a twelve months’ 
period, beginning and ending within the two years beginning on January 1 of the year 
indicated.” p. 134. 

6 Martin assigns the value of home or family manufactures reported in the Census of 
Agriculture to manufacturing (see p. 137). For the earliest census for which I could find 
these data (1839), the reported value is $29 million (See ‘‘7th Census of the United States, 
1850,” Statistical View of U.S. Compendium, pp. 179 ff.). This compares with Martin’s 
estimates of total income from agriculture (net) of $548 million. However, further allowance 
should be made for income from work by farm residents in cities and for their receipts of 
property income from sources other than agriculture. 

7 Calculated on the assumptions stated in the text, and setting the ratio in column 4 at 0.5, 
product per worker outside of agriculture, expressed as a ratio to country-wide product per 
worker, amounted in 1799 to 2.3.4 = ([100] — [72.8x0.5]) + 27.2. In 1839, the product of 
workers in agriculture was (68.6x0.5), and that of nonagricultural workers (31.4 x 2.2.34). The 
sum of these two products for 1839 is 107.7, compared with 100.0 in 1799. The increase in 
product per worker (member of the labor force) is thus 7.7 per cent. 
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Ill 


Since we are concerned here with real product per capita, the ratio 
of the gainfully occupied to total population is of importance. All 
other conditions being equal, an increase in this ratio will tend to raise 
real product per capita. In fact, there was a fairly substantial increase 
in this ratio from 1800 to 1840 (Table II). Census population figures 
go back to 1800; and population ten years of age or over before 1820 
can be estimated on the basis of its ratio to the total for the white 
population alone. The size of the gainfully occupied force in 1800 
and 1810 can be estimated by extrapolating the changing ratio of gain- 
fully occupied to population ten years of age and over (cols. 1 and 2). 


TABLE II 


GAINFULLY OCCUPIED AS PROPORTION 
OF TOTAL POPULATION 
1800-1880 


Population 
zo Years of Gainfully Ratio of 
Age and Over Occupied (2) to Total 
(thousands) (thousands) Population 
I (2) 


Year (3) 


1800 3,509 1,523 0.29 
1810 4,800 2,107 0.29 
1820 6,488 2,881 0.30 
1830 8,639 33932 0.31 
1840 11,629 55420 0.32 
1850 16,453 7:697 0.33 
1860 22,430 10,533 0.33 
1870 29,124 12,925 0.32 
1880 36,762 17,392 0.35 


Column 1: For 1820-80, Historical Statistics of the United States, Series D-1, p. 63; for 1800 
and 1810 estimated by extrapolating ratio to total population by that for white 
population. For latter, see zbid., Series B-126, p. 28 and B-18, p. 25. 


Ibid., Series D-2 and D-3, p. 63 for 1820—-80. For 1800 and 1810 estimated by 
application of ratios of column 2 to column 1, which were extrapolated by con- 
tinuing to 1800-20 the trend observed in the ratios from 1820 to 1840. 


Column 3: Total population from ibid., Series B-2, p. 25. The figure for 1870 is adjusted for 
undercoverage of the 1870 census. 


The comparison thus made possible reveals that between 1800 and 
1840 the ratio of gainfully occupied to total population rose from 0.29 
to 0.32, or about a tenth. We can now add this factor to the one con- 
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sidered in Section II—the shift of the labor force toward nonagricultural 
industries—which would have raised per worker product, in constant 
prices, from 100 in 1800 to 107.7 in 1840. On a per capita basis, this 
would mean a shift in income in constant prices, from 100.0 x 0.29 in 
1800 to 107.7 x 0.32 in 1840, or from 29.0 to 34.5, a rise of 19 per cent in 
per capita real product. To repeat, this rise in per capita product in 
constant prices does not allow for any secular increase in product per 
worker either in agriculture or in nonagricultural industries. 


IV 


It is clear from the preceding discussion that Martin’s estimates 
must imply a substantial decline in real product per worker from 
1800 to 1840, certainly for the economy as a whole and most probably 
also for some major sectors in it. To reveal these implications, to ex- 
plain how the puzzling decline in per capita real income was derived 
for the period 1800-1840, to shed some light also on the behavior of 
the estimates from 1840 to 1880, and perhaps to provide some basis for 
revising our impressions (if not necessarily deriving new estimates), 
we analyze the movements in income or product per worker derived 
from Martin’s estimates. 

For the full period of eight decades two major sectors, agriculture 
and all nonagricultural pursuits, are distinguished (Table III). The 
income from agriculture, shown in Martin’s estimates in current prices, 
is adjusted for price changes by the Warren-Pearson index of wholesale 
prices of farm products, an adjustment which, however subject to 
criticism on general grounds, is appropriate, since Martin derives his 
estimates of agricultural income in the first half of the nineteenth 
century by inflating a commodity volume index (used as an extra- 
polator) by the Warren-Pearson prices of farm products. From the 
adjusted volume of net income in agriculture and the gainfully occupied 
attached to agriculture, per worker real product of agriculture can be 
derived (col. 2). Per worker product in agriculture declines about 20 
per cent from 1800 to 1840 and then rises rather moderately from 1840 
to 1880. Both movements are puzzling and surprising. What is perhaps 
even more puzzling and doubtful is the indication that price-adjusted 
product per worker in agriculture was Jower in 1880 than in 1800, 
eighty years earlier, and lower by more than ro per cent. 

Subtracting total income from agriculture, adjusted to 1926 price 
levels, from country-wide income, likewise adjusted, we get the income 
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TABLE III 


INCOME PER WORKER, AGRICULTURE AND NONAGRICULTURAL INDUSTRIES 
R. F. MARTIN’S ESTIMATES, 1799-1879 
Income 
Income per per Worker, 
Income from Worker in Nonagricultural 
Agriculture Agriculture Industries 
1926 Prices 1926 Prices in 1926 Prices 
(mil. dollars) (dollars) (dollars) 
Year (rz) (2) (3) 
1799-1800 377 340 1,783 
1809-10 499 330 1,586 
1819-20 535 258 1,344 
1829-30 793 286 1,088 
1839-40 1,009 271 1,345 
1849-50 1,568 320 1,341 
1859-60 2,241 361 1,585 
1869-70 1,785 261 1,187 
1879-80 2,539 296 1,433 
Column 1: Income from agriculture in current prices (column 1 of Table I, excluding net 
rent on farm houses) divided by the Warren-Pearson price index of farm products 


(Historical Statistics, Series L-4, pp. 231-33). The index was averaged for each 
pair of years (1799-1800, 1809-10, etc.); then converted to 1926 = 100. 


: Column 1 divided by workers in agriculture. For the latter for 1799-1800 and 
1809-10, column 3 of Table I multiplied by column 2 of Table II; for 1819-20 to 


1879-80 from ibid., Series D-48, p. 64 (see column 1 of Table IV). 


Obtained by dividing income from nonagricultural industries in 1926 prices by 
gainfully occupied in nonagricultural industries. The former is obtained by sub- 
tracting entries in column 1, from Martin, Table I, column 2, p. 6. The latter is 
obtained by subtracting number of agricultural workers from total gainfully oc- 
cupied (see column 2 of Table II). 


from all the nonagricultural sectors combined, also on a 1926 price base. 
The two variants of the price adjustment employed by Martin, one for 
cost of living and the other for the general price level, yield two 
variants of total income from the nonagricultural sectors, adjusted to 
the 1926 price base. For brevity’s sake, we used only one here, that 
based on the cost-of-living adjustment; but the results for the other 
would not be much different. 

Dividing total income from nonagricultural industries, in 1926 prices, 
by the number of gainfully occupied, we get income or net output in 
1926 prices per worker in the nonagricultural sectors. While the timing 
of the movement is slightly different here from that of real income per 
worker in agriculture, real income per worker in nonagricultural in- 
dustries shows an even sharper drop from 1800 to 1840 (almost one 
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quarter); a rather moderate rise from 1840 to 1880; and is, rather 
incredibly, substantially lower in 1880 than in 1800—almost 20 per cent. 

Evidently, whatever rise in real income per worker was shown by 
Martin’s estimates between 1800 and 1880 was due exclusively to the 
shift in the distribution of the labor force away from agriculture toward 
nonagricultural pursuits: within both agriculture and the nonagri- 
cultural sectors, his estimates show a significant decline in per worker 
income from 1800 to 1880. Furthermore, this shift away from agri- 
culture tended to reduce, but did not fully offset, the decline per worker 
from 1800 to 1840: except for that shift, the decline in the country-wide 
estimates would have been significantly greater. Finally, whereas we 
would expect the trend in product per worker to be upward and more 
so in nonagricultural than in agricultural industries, the decline in 
price-adjusted product per worker in nonagricultural industries is 
greater than in agriculture. 

The trends in net output per worker shown in Table III are surprising 
even if we omit the last two entries on the ground that the figures for 
1869-1870 and even those for 1879-1880 may still reflect the catastrophic 
ravages of the Civil War. Net output per worker in agriculture in- 
creased from $340 in 1799-1800 to $361 in 1859-1860, but such a small 
increase in six decades is again highly questionable, if perhaps more 
credible than the decline to 1879-1880. Product per worker in the 
nonagricultural industries declined from 1800 to 1860. 

Nor can this movement in the productivity of the nonagricultural 
industries be explained by shifts within that group, from sectors 
characterized by large product per worker to those with small product 
per worker. Martin’s estimates indicate that income per worker in the 
commodity-producing sector (a combination of mining, light and 
power, manufacturing, and construction) is appreciably lower than 
income per worker in other nonagricultural industries (a combination 
of transportation and communication, trade, services, finance, and 
government): indeed, the ratio of the latter to the former, implicit 
in Martin’s estimates for 1839-1840, is almost 7 to 1—another point 
that casts doubt on the validity of the estimates. Given such a 
difference in net output per worker between the commodity-producing 
and the other sector in the nonagricultural industries, a shift in the 
distribution of workers between the two in favor of the commodity 
producing would result, other conditions being equal, in a downward 
trend in output per worker for nonagricultural industries as a whole. 
Yet, the relevant data on the structure of the gainful workers, crude as 
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they are, show that in 1820 (the earliest date for which they are avail- 
able) manufacturing and construction, by far the largest component 
of the commodity-producing sector of nonagricultural industries, 
accounted for 43 per cent of all gainful workers in pursuits other than 
agriculture; in 1880, they accounted for 46 per cent of the nonagri- 
cultural gainfully occupied.® There is thus no indication of shifts in 
the industrial structure of the workers outside of agriculture that 
would offset the expected rise in productivity and would explain the 
negligible change from $1,344 in 1820 to $1,433 in 1880. 


V 


In examining the evidence that would shed some light upon the 
validity of the Martin estimates, it seems best to emphasize the period 
1800-1840, because of the surprising character of the results for that 
period. We begin with agriculture, and ask whether there is any evi- 
dence that real product per worker in agriculture declined, or even 
remained stable, from 1800 to 1840. 

While there are almost no series relating to agricultural output prior 
to 1839, the few bits of data presented in Table IV indicate that there 
is no ground for assuming that real product per worker in agriculture 
declined from 1800 to 1840. Indeed, there is strong suggestion that it 
rose substantially. 

Of the major agricultural crops, we have directly traceable data on 
volume of output only for wheat and cotton (columns 2 and 3), which 
indicate rates of growth from 1800 to 1840 that exceed the rates of 
increase in the estimated number of gainfully occupied in agriculture: 
almost a thirtyfold increase in cotton and about a fourfold increase in 
wheat, compared with less than 314 times increase in the number of 
gainfully occupied. The same is true of lumber, which at that time 
was part of the activity of people located on farms and outside of 
urban areas. 

The other entries in Table IV (columns 5-9) are from Mulhall, a 
source whose accuracy is difficult to appraise. But there is justification 
for using it here because Martin’s estimates themselves rest in part 
upon some data from Mulhall (see n. 11 below). If, then, one may 
use the same authority, it is clear that the output of tobacco alone rises 
less rapidly than the number of workers in agriculture. The much 


8 The figures are from Historical Statistics, Series D-47-61, p. 64. 
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TaBLe IV 


DATA RELATING TO AGRICULTURAL PRODUCTION 
IN THE UNITED STATES 
1800-1850 


Gainfully Cotton 

Occupied in Crop Wheat Crop Lumber Cut 

Agriculture (thousands (mil. of (mil. feet, 

(thousands) of bales) bushels) board measure) 

(1) (a) (3) (4) 

1,109 73 22 300 
1,513 178 30 400 
2,070 335 38 550 
2,770 732 50 850 
3,720 1,348 85 1,604 
4,900 2,136 55392 


Grain Tobacco Numbers on Farms 
Products Products (millions) 
(mil. of bushels) (mil. of lbs.) Horses Cattle Sheep 
(5) (6) (7) (8) (9) 





Year 


1800 160 107 

1810 117 0.3 0.6 0.6 
1820 343 127 

1830 463 142 

1840 616 

1850 867 250 


Column 1: See notes to Table III, column 2. 
Column 2: Historical Statistics, Series E-218, p. 109. 


Column 3: From F. J. Guetter and A. E. McKinley, Statistical Tables Relating to the Eco- 
nomic Growth of the United States (Philadelphia, 1924), and sources given therein. 


Column 4: Historical Statistics, Series F-109, p. 125. 


Columns 5-9: Michael G. Mulhall, The Dictionary of Statistics (London, 1892), pp. 41-44. 
The grain products entered in column 5 include corn, oats, wheat, barley, 
rye, and other minor grains. 


more important total of grain products rises from 144 bushels per 
worker in 1800 to 166 in 1840, or 15 per cent; and with the probable 
shift toward the more valuable grains, the rise in real product per 
worker may have been appreciably greater. The number of horses, 
cattle, and sheep all show much greater rises from 1810 to 1840 than the 
number of workers, suggesting a substantial rise in work animals and 
presumably animal products per worker. 

Two other bits of evidence are of interest in this connection. One 
relates to estimated man-hours used to produce wheat, corn, and cotton 
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in 1800 and 1840. According to the figures given by Martin R. Cooper, 
Glen T. Barton, and Albert P. Brodell reduction in man-hours occurred 
as shown in Table V. Thus, without any indicated increase in yield 
per acre (the yields are rough estimates by the authors and perhaps 
fail to reflect an actual increase) the number of man-hours per unit 
product of each of these three important crops dropped, during these 
forty years, by percentages ranging from 20 to over 35. 
Taste V 
MAN-HOUR PRODUCTIVITY IN AGRICULTURE * 
Wheat Corn for Grain Cotton 


(bushels) (bushels) (gross, lint, Ibs.) 
1800 1840 1800 1840 1800 1840 


Yield per acre 15 15 25 25 154 154 
Man-hours per 
acre: 
Before harvest 16 12 56 44 135 go 
Harvest 40 23 30 25 , 50 45 
Total 56 35 86 69 185 135 
Man-hours per 
unit 3.73 2.33 3-44 2.76 3:2 0.88 
* Progress of Farm Mechanization, U.S.D.A. Misc. Pub. No. 630 (October 1947), Table I, 
p. 3. Figures are averages rather than for the specific years. 


The second item relates to wages, including the value of board, paid 
to farm workers in Vermont, for which records are available back to 
1780 and for which the adjustment of the current wages per month by 

h in th f living is al ible.° Th full d 
changes in the cost of living is also possible.” The necessary full data 
are given only back to 1805. But if we average real earnings in the 
quinquennia centering on 1809, 1819, etc., we find that the index (1910- 
1914 = 100) moves from 53 for 1809, to 70 in 1839—a rise of over 30 
per cent for just three of the four decades in the period under dis- 
cussion.’° 

Despite the paucity of data, one cannot but get the strong impression 
that product per worker in agriculture could not have shown the secular 
decline from 1800 to 1840 implicit in Martin’s estimates. Indeed the 
data suggest that the minimum rise in per worker product in agriculture 
over that period might have been 20 to 30 per cent.” 

9T. M. Adams, Prices Paid by Vermont Farmers etc. (Burlington, Vermont): Vermont 
Agricultural Experiment Station, Bulletin No. 507 (February 1944). 

10 Ibid., Table 47, p. 97. 

11 If one traces Martin’s procedure to see how he secured such unacceptable results, the main 
reason is found in the use of Mulhall’s estimates of agricultural capital (to which a large weight 
is assigned) in calculating the index used to extrapolate gross farm output to the beginning of 
the century (see Martin, pp. 135-36). It is difficult to understand why an item subject to 


changing valuation, and whose accuracy and relevance to estimating physical output of agricul- 
tural production are most doubtful, was used at all. 





126 Simon Kuznets 





It has not been feasible, up to the present, to assemble evidence to test 
Martin’s implicit estimates of the rise in product per worker in agricul- 
ture from 1839 to 1879. On the surface, the rise from $271 to $296 
seems too low, since that period follows the introduction of farm 
machinery and the rapid expansion of agriculture to the fertile areas of 
the midwestern and western sections of the North American continent. 
One must also leave to future exploration the question whether the rise 
in product per worker in agriculture from 1840 to 1880 was greater 
than that from 1800 to 1840, and what the order of magnitude of the 
difference was. 


VI 


In spite, or perhaps because, of scarcity of data on production in 
nonagricultural sectors of the economy prior to 1840, most of the few 
series available show astronomical rates of increase. For example, total 
output of bituminous coal for 1807-1820 was just three thousand tons, 
or about 0.2 thousand per year; a similar average for the output of 
anthracite coal during the same period was o.g thousand per year. 
Presumably around 1800 the annual output was still smaller, if it 
existed at all. But by 1840, the annual output was already about one 
million tons for each type.” There was thus over a thousandfold 
increase in output over a period appreciably shorter than the four 
decades under discussion. Similar rates of increase could be derived for 
any currently important and established industrial product, which was 
only in its embryonic beginnings at about 1800. Indeed, the only series 
relating to volume of industrial activity that fail to show such enormous 
rates of increase over the period are those relating to foreign trade. 
But the lag of the latter behind growth of population, if demonstrated, 
would only reflect the effects of United States expansion westward, away 
from the eastern seacoast. 

To attempt a laborious assembly of evidence for testing the implica- 
tion of Martin’s estimates, which show a drastic decline from 1800 to 
1840 in real product per worker in nonagricultural industries, would 
hardly be worthwhile if the purpose were to disprove Martin’s figures 
and would be a task much beyond currently feasible scope if it were 
to lay the foundation for a more acceptable set of estimates. Instead 
we use the easily available series on commodity prices. Differences in 
trends of prices presumably reveal differences in productivity. If prices 


12 Historical Statistics for the United States, Series G-13, and G-14, p. 142. 
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of manufactured products rise less or decline more, in the long run, 
than prices of agricultural products, the implication is that productivity 
in manufacturing (and related processes) rises more (or declines less) 
than productivity in agriculture. 

This provides the rationale for the comparisons presented in Table 
VI. We compare price indexes for groups of commodities ranging from 
farm products to others in which manufacturing operations are domi- 
nant. The series are quinquennial averages (to reduce short-term 
fluctuations) and are given at decennial intervals for the first eight 
decades of the nineteenth century. 


TasLe VI 


CHANGES IN WARREN-PEARSON INDEXES OF PRICES OF AGRICULTURAL 
AND OF OTHER PRODUCTS, 1800-1880 


ALL PRICE INDEXES TO THE BASE 1910-1914 = 100 
QUINQUENNIAL AVERAGES 


Metals 
Hides Fuel and Chemicals 
Farm and Building and Metal and 
Products Leather Materials Foods Lighting Textiles Products Drugs 


(1) (2) (3) (4) (5) (6) (7) (8) 
1797-1801 100 66* 52 158 150 231° 317 462* 
1807-11 84 76 58 133 158 279 334 497 
1817-21 92 96 55 141 150 240 274 311 
1827-31 65 88 49 98 127 184 224 236 
1837-41 76 83 68 116 118 154 218 246 
1847-51 67 64 60 88 92 114 160 154 
1857-61 81 66 101 92 124 156 171 
1867-71 123 152 192 207 
1877-81 80 78 100 93 120 125 


Per Cent 
Change: 
1797-1801 
to 
1837-41 —24.0 +25.8  +30.8 —46.8 
1837-41 
to 
1877-81 +5.3 +265 +14.7. —13.8 —21.2 —22.1 —34.4 —49.2 


* The missing figure for 1797 was estimated by extrapolating from 1798 by the movement in 
the index for all commodities. 


Historical Statistics, Series L-4-11, pp. 231-32. The index for column 2 covers just two com- 
modities—hides and leather; that for column 3 largely pine lumber and a few manufactured 
commodities; that for column 5 includes prices of wood and coal. 
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The indexes reveal that during both the first and second half of the 
period, prices of manufactured commodities least affected by agricul- 
tural processes (textiles, metals, and chemicals) declined more (or rose 
less) than prices of farm products (or prices received by farmers). 
This differential movement in price levels was particularly marked 
during the second half of the period in the series.”* 

It was suggested earlier that product per worker in agriculture prob- 
ably increased significantly from 1800 to 1840, and perhaps rose even 
more from 1840 to 1880. The evidence just presented strongly suggests 
that product per worker in extractive (other than agriculture), manu- 
facturing, transportation, and distribution operations involved in 
turning out manufactured products must have increased appreciably 
more than product per worker in agriculture. By inference, product 
per worker in a major sector of all nonagricultural industries must have 
risen substantially from 1800 to 1840, 1840 to 1880, or 1800 to 1880. It is, 
therefore, impossible to accept the implications of Martin’s estimates. 

We conclude the discussion by repeating that Martin’s estimates 
convey a highly questionable picture of the long-term changes in the 
national income of this country from 1800 to 1880; and that until the 
doubts are dispelled and the questions answered, any impressions of 
such changes conveyed by Martin’s estimates should be disregarded. 


vil 


In his Wealth and Income of the People of the United States,* W. 1. 
King presents estimates of national income back to 1850. The figures 
are for census years and are therefore, in fact, a hybrid of measures for 
1849, 1859, etc., and the following year; and are provided at decennial 
intervals alone to 1909-1910. The concept is similar to that followed in 
the current literature (at factor prices); although because of lack of 
explicit definition or full description of details of the estimates one 
cannot be sure of the treatment of some controversial items of exclusion 
or valuation. 


13 Rather similar results were found in comparisons of movements in prices received by 
farmers and in prices paid by them for manufactured products available for Vermont back to 
1797. See Adams, Prices Paid by Vermont Farmers. 

14New York: Macmillan Co., 1915. 
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TasLe VII 


W. I. KING’S ESTIMATES OF NATIONAL INCOME 
1849-1850 to 1909-1910 


N.B.E.R. 
W. I. King National 
Totals, Income Difference 
Current Prices Current Prices (1)—(2) 
(bil. dollars) (bil. dollars) as per cent of (2) 


Year (1) (2) (3) 


1849-50 2.2 
1859-60 3.6 
1869-70 6.7 5.2 +29 
1879-80 7.4 8.6 —14 
1889-90 12.1 10.9 +11 
1899-1900 18.0 15.3 +18 
1909-10 30.5 27.5 +11 
W. I. King King Estim. 
Price Totals, per Capita 


Index 1929 Prices 1929 Prices 
1929=100 (bil. dollars) (dollars) 


Year (4) (5) (6) 


1849-50 45-3 4.9 214 
1859-60 49.0 7:3 235 
1869-70 73.1 9.2 233 
1879-80 56.8 13.0 (15.1) 262 (304) 
1889-90 51.8 23.4 375 
1899-1900 49.0 36.7 487 
1909-10 57-7 52.9 (47.7) 579 (522) 


Figures in parentheses (columns 5 and 6) are based on entries in column 2. 


Column 1: King, Wealth and Income, Table XXIII, p. 138. 

Column 2: From unpublished annual estimates based on decade totals published in National 
Product since 1869 (New York, 1946). 

Column 4: For 1869-1870 and later from same source as column 2. Extrapolated to earlier 
years by general price index of Snyder-Tucker. For latter see Historical Statistics, 
Series L-1, pp. 231-32. 

Column 6: Entries in column 5 divided by total population. For latter see Historical Statistics, 
Series B-31, p. 26. 


Table VII provides a comparison of King’s estimates with those 
based on the more recent work on national product back to 1869. 
The entries in column 2 are means of annual estimates for the pairs of 
years to which King’s estimates are assigned. 

It will be observed that the differences between the King and the 
National Bureau of Economic Research series range from —14 to +29 
per cent of the more recent estimates that we use as criteria. King 
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indicates in his book that his estimates for earlier years are subject 
to wider errors than those for the later years, so that it is quite possible 
that the errors in the figures for 1850 and 1860 are as large as 20 or 30 
per cent. This circumstance must be kept in mind in trying to derive 
any picture of long-term changes from the King series. 

An attempt to do so is provided in the remaining columns of Table 
VII. The King estimates, adjusted for price changes (column 5), sug- 
gest an increase in real product of about 165 per cent from 1850 to 
1880, and of about 300 per cent from 1880 to 1910—a marked difference 
accounted for in part by the effect of the Civil War on the first period. 
But if we substitute N.B.E.R. estimates for 1880 and 1910 and retain 
King’s figure for 1850, the increase from 1850 to 1880 rises to 208 
per cent and is quite close to the revised increase from 1880 to 1910 
(216 per cent). The percentage rise during the first half of the period 
then equals that during the second half, despite the effect of the Civil 
War on the former (which, however, is presumably offset by the 
accelerated rise from 1870 to 1880). 

If we reduce the totals to a per capita basis, King’s unadjusted figures 
show an even more striking contrast in the rate of increase between 
the first and second thirty-year periods covered, somewhat over 20 
per cent from 1850 to 1880 compared with more than 120 per cent from 
1880 to 1910. But here also replacing the King figures by N.B.E.R. 
estimates reduces the difference drastically, though it is not wiped out 
entirely: with the adjustments, the percentage increase in per capita 
is 42 for 1850-1880 and 72 for 1880-1910. But an adjustment for the 
possible error in the King estimate for 1850 may either wipe out this 
difference or greatly increase it. 

The import of these comments is that the only safe inference one can 
draw is that per capita real income did show some increase from 1850 
to 1880, perhaps as much as 50 per cent or more, perhaps as little as 
20 per cent or less. But no safe comparison between the increase in 
1850-1880 and 1880-1910 in national product, either total or per capita, 
can be made from the figures as they now stand. 


Simon Kuznets, University of Pennsylvania 





The “Historical” Character of Economic Theories 


Translator’s introduction: To understand the significance of this paper, the 
American reader should recall that, as Talcott Parsons says, German “idealistic 
empiricism” led to a repudiation of analytical social and economic theory “in 
favor of the concrete uniqueness and individuality of all things human.” The 
“general analytical level of scientific comprehension [was] @ priori excluded” 
from the field of human action. Understanding of things human “in terms of 
the concrete individuality of the specific historical case became the goal.” Professor 
Arthur Spiethoff, once a student, later an assistant, of Gustav von Schmoller, 
and a friend of Edwin F. Gay while the latter studied in Berlin, moved away 
from that point of view. He recognized analytical theory as a legitimate subject 
and thereby deviated from what can be considered the typical nineteenth-century 
German attitude. 

This translation of Spiethoff’s article + raised some special problems. Professor 
Spiethoff very often uses the term Geltung, correctly translated by “validity.” 
The claim that a statement possesses Geltung (is valid) may mean one of three 
things: It is logically valid, it is founded on fact, or it is applicable to the case 
in question. Related to the concept of Geltung is the concept of Allgemeingil- 
tigkeit, literally translated by “general validity.” If a theory is logically valid, 
it, of course, possesses logical validity once and for all; it possesses All gemeingiltig- 
keit. But this is not the kind of general validity in which Arthur Spiethoff is 
interested. In line with established German epistemology he uses the term 
Allgemeingiltigkeit also in two other contexts, namely, with regard to any state- 
ment of a generalizing character and with regard to statements that are founded 
on fact and permit no exception. The translation speaks of “universal validity” 
if Professor Spiethoff means logical validity or truthfulness of a statement in every 
possible case. Otherwise it speaks of the generalizing character of a statement 
or of its applicability, the latter when Spiethoff means that a certain theorem, 
if applied to a specific institutional setup, is the appropriate tool for gaining a 
truth-approaching picture of reality. 

Moreover, the reader must understand that the German word historisch, though 
translated by “historical,” has a broader meaning than the corresponding English 
word. German epistemologists have laid much stress on uniqueness as the char- 
acteristic feature of historical phenomena subject to change in time. Consequently 
every phenomenon which has become, is becoming, or may in the future become 
part and parcel of the historical process through its uniqueness can be called 
a historical phenomenon. Or, to put it concretely, the next war can today be called 
in this sense a historical phenomenon, and the same is true of the next crisis, 
regardless of when it will actually occur. Obviously uniqueness may attach also 
to mass phenomena, such as the black death of the 1350’s or the rise of the 


1 Parts I and II are printed here; related material is to appear in the forthcoming volume of 
readings in economic history edited by F. C. Lane and J. C. Riemersma, referred to in n. 10. 
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standard of living in the nineteenth century. To remind the reader constantly 
of the specific meaning of the term historical it will be put in quotation marks. 


Fritz Repiicu 


Most economic phenomena are time-conditioned and are rooted in 
specific geographical areas. They are subject to change over time and 
cannot be treated, therefore, with the help of concepts and theorems 
purporting to be of universal applicability. Economic theory can deal 
with those phenomena only by differentiating patterns of economic 
life, patterns which have come into being in the course of the historical 
process. As a matter of fact, as many patterns must be delimited as 
there are essential and typical differences in the basic economic insti- 
tutions. Patterns of that kind are here called economic styles. Every 
one of them demands its own economic theory which, though being 
genuine theory, is applicable only for the domain of that style. Conse- 
quently, an all-embracing general economic theory would include as 
many different theories as there are distinguishable economic styles, 
and each particular theory would possess limited applicability. For 
example, economic theory applicable to the phenomena of the nine- 
teenth century must start from the phenomena of that century, and if 
its basic economic institutions were to change radically an entirely new 
theoretical structure would be needed to deal with the new economic 
style. It follows that the work of the theorists is never completed, for 
at all times changes occur which have to be embodied in theoretical 
systems. 

Under these circumstances economic theory is a “historical” category 
to the extent to which its applicability depends on the existence and 
dominance of a certain economic style, elements of which are embodied 
in the theoretical structure. As far as the style’s realm goes, that theory 
is the appropriate tool; its findings are of a generalizing, genuinely 
theoretical nature. Because of its possible character of being “historical” 
and, nevertheless, genuine theory at the same time, economic theory 
may be “historical” theory, that is, time-conditioned theory.’ 

The preceding paragraph embodies the fundamental idea of the 
historical school of economics. Rarely has it been expressed as pointedly, 


2 Schumpeter distinguished several connotations of the term “historical theory,” one of 
which is identical with the above; see Schmollers Jahrbuch, L (1926), 367. 
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but as an intuition it was always before the minds of the exponents of 
that school. They objected to the claim made without reservation that 
economic theory was universally applicable regardless of differences 
of and changes in economic institutions. Their valid objection can be 
met by developing a time-conditioned theory. 

On examining the major systems of economic thought which we 
have inherited from the past, we actually find them rooted in the con- 
ditions and inspired by the problems of the time in which their authors 
lived. This is especially true since they consist to a large extent of 
statements regarding economic policy. But their exponents were not 
aware of the limitation; they believed they had elaborated solutions 
of universal validity. The economic writings of the mercantilists, for 
example, refer to the economic institutions and tasks of the developing 
territorial states of the sixteenth, seventeenth, and eighteenth centuries. 
Classical economics, in turn, is predicated on the institutions of high 
capitalism, especially a free-market economy. The older the systems 
of economic thought the more they were permeated by ideas on 
economic policy and, in consequence thereof, the more they show not 
only their origin in a particular period but also in a particular country. 
British economic liberalism and its economic theory can be understood 
only against the background of English economic life as it existed 
between 1760 and 1850, a statement which might have been framed 
by Gustav von Schmoller. Mutatis mutandis it holds true also for 
French physiocracy. Friedrich List was the first to present these ideas 
in a highly satisfactory form, considering, as he did, theories as “na- 
tional” theories; and Karl Knies * was aware of the fact that economic 
theory is usually influenced by the economic conditions of the time of 
its origin.* 

The common procedure of the theorist in starting from the existing 
economic institutions is the correct one and is not criticized here, for 
he cannot find any other foundation on which to build if his aim is 
realistic theory. It is not here that danger lurks. The error lies in over- 
looking the “historical” basis of most economic theory and in naively 
taking for granted that its findings are universally applicable. The 
historical school of economics started from exposing that error; its 
logical goal would have been time-conditioned theory, or, to put it 
differently, “historical” theories of economic styles. This goal, however, 


3 Knies demanded for every species of economic life, characterized by specific institutions, 
a corresponding theory. 
4 The philosopher Dilthey elaborated similar ideas for religion, poetry, and philosophy. 
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was not clearly recognized. Exponents of the historical school went 
to work reluctantly and approached that goal only indirectly. 

It would be a misunderstanding to believe that “historical” theory 
deals only with the past. It can deal just as well with the present and 
even with the future. What is characteristic of it is that its subject matter 
does not exist at all times and in all places. But it is immaterial whether 
the lifetime of the subject studied was in the past, is in the present, or 
will be in the future, for in our context the term “historical” connotes 
uniqueness of phenomena subject to change in time. Consequently, 
the claim® that there can be no “historical” theory of economic life 
to come must be answered by saying that there is no theory dealing 
with the future except “historical” theory; and the criticism that 
“historical” theory is without value for economic policy is groundless. 
Every theory that deals with unique institutions and patterns subject to 
change in time is “historical” theory, and for the purposes of economic 
policy historical theories are the only ones that count.® 

Before considering specifically the theoretical status of the concept 
of economic style, it is desirable to say a few words about the various 
approaches to economic knowledge. A general scheme may be outlined 
as follows: 

1. Nonhistorical theory 

2. Historical theory 

a. pure theory, using “ideal types” as tools 
5. economic Gestalt theory, using “real types” as tools 

3. Economic history 

5 For these criticisms, see Ludwig von Mises, Grundprobleme der Nationalékonomie (Jena, 
1933), PP. Vili, x, 3; see also below, n. 12. 

6 The contribution of those economists who paved the way for “historical” theory: has often 
been recognized. Artur Sommer has shown that the economists who devised the earliest theories. 
of economic stages had economic policy in the back of their minds.—‘“Uber Inhalt, Rahmen 
und Sinn 4lterer Stufentheorien,” Synopsis, [Festgabe fiir] Alfred Weber (Heidelberg, 1948), 
537 ff. Friedrich List based a grandiose political world picture on “‘historical” theory. Finally, 
Heinrich Dietzel, critical of the historical school of economics from the methodological point 
of view, at least stressed its merit of having broken through the spell in which contemporaries 
were held by the idea of natural law as ruling economic life, a belief which earlier German 
writers, such as Rau, F. v. Hermann, and Nebenius had shared, though with certain reservations. 
Dietzel pointed to two further achievements of the historical school, namely, that it had dis- 
carded the belief in competition as a panacea and that it had undertaken to observe and 
explain “historical” realities in economic life. For the former, credit was given to the older 
group, Roscher, Hildebrand, and Knies, while Schmoller was recognized as responsible for the 
latter. Heinrich Dietzel, Theoretische Sozialékonomik (Leipzig, 1895), pp. 112, 113. 

On the other hand Ludwig Stephinger, a student of the Heidelberg philosopher and 
epistemologist, Heinrich Rickert, when he went so far as to identify economics essentially with 
history of which the present is part and parcel, overshot the target—Zur Methode der Volkswirt- 


schaftslehre (Karlsruhe, 1907), passim. For Stephinger, economic theory and other statements of 
a generalizing character serve only to explain the historical process. This is an error, of course; 
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Nonhistorical theory, which is by necessity pure theory, may deal 
with that which all species of economic life have in common. Economic 
phenomena of that description actually exist, though the vast majority 
are historical in character and the concepts that deal with them are 
accordingly historical concepts.’ In order to deal with ubiquitous 
phenomena showing invariable uniformities and being not subject 
to change over time,” nonhistorical theory can use models that isolate 
these phenomena. Another kind of nonhistorical theory deals with 
arbitrary models positing conditions which neither have, nor ever had, 
any counterparts in reality. [These have recently been called “non- 
empirical models.” °] Nonhistorical theorems of both types have uni- 
versal validity of a kind (those dealing with arbitrary models possess, 
of course, only logical validity), but they do not have the relevance to an 
actually existing reality—past, present, or future—that is possessed by 
historical theory. 

Within historical theory, as indicated in the above scheme, two kinds 


are to be distinguished, economic pure theory and economic Gestalt 
theory (“anschauliche Theorie”).”® 


economic theory and economic history stand on the same plane, side by side, and represent 
specific research subjects of equal value. 

7 Otto von Zwiedineck-Siidenhorst, “Theoretische Begriffsbildung und Wirtschaftsgeschichte,”” 
Schmollers Jahrbuch, LVI (1933), 873 ff. 

8 As an example of this kind of theory see Friedrich von Gottl-Ottlilienfeld, Ewige Wirtschaft, 
Grundlehre von Wirtschaftsleben (Berlin, 1943), 2 vols. 

8 Translator’s note: Morris A. Copeland, “Institutional Economics and Model Analysis,” 
American Economic Review, XLI, No. 2 (1951), 62. The German term for these models is 
“Konstruktionsmodelle.” 

10 Translator’s note: Concerning the term “anschauliche Theorie” see Arthur Spiethoff’s 
paper “Anschauliche und reine volkswirtschaftliche Theorie und ihr Verhaltnis zu einander,” 
Synopsis, 569 ff. (A translation of the important parts of this paper will appear in the forth- 
coming book of readings in economic history being prepared by F. C. Lane and J. C. Riemersma, 
to be published by the Blakiston Company for the American Economics Association and the 
Economic History Association.) In that paper Spiethoff describes “‘anschauliche Theorie” as a 
theory which deals with economic reality. In contrast to pure theory it does not isolate phenomena 
for the purpose of studying specific relationships. It first establishes a “system of meaning,” 
a “meaningful complex” (these being Talcott Parson’s translations of the German “Sinnzusam- 
menhang”). Then by a process of inductive logic the theorist sets out to delimit unique 
phenomena, and he selects those of their characteristics which in relation to that meaningful 
complex are essential while they are at the same time also regularly occurring. The goal of 
a theorist of that school is a generalizing presentation of the uniformities of a discrete species 
of phenomena (“‘Arteigenheit”’). 

The student familiar with modern philosophy and psychology will recognize immediately the 
kinship of “anschauliche Theorie’ and Husserl’s phenomenology and Gestalt psychology. It 
is the whole or part-whole, the Gestalt, at which the theorist of that school aims. Consequently, 
the term “‘anschauliche Theorie” will from now on be translated by economic Gestalt theory. 

Very useful for the understanding of Spiethoff’s place on the mundus intellectualis and of 
this paper is Talcott Parsons, The Structure of Social Action (New York, 1937), Part Ill, 473 ff. 
The quotation in the translator’s introduction to this paper is from page 477 of Parsons’ book. 
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Pure theory deals with models resulting from the isolation of 
phenomena, and it is “historical” when it builds its models by isolating 
phenomena that have existed only at a particular time or a particular 
place, phenomena that have significance for a specific economic style.” 
Such theory is not universally applicable nor are its findings universally 
valid (in the sense that they give an adequate picture of economic 
reality). Economic Gestalt theory is “historical” by its very nature, 
for its subject is economic reality to the extent that the latter is unique 
(which is the same as saying, to the extent that it is “historical”), and 
all unique economic phenomena are subject to change over time and 
are rooted in geographic areas. However, its subject is not the unique as 
such but, rather, recurring uniformities. Such uniformities as show up 
when the student deals with unique economic reality are contingent; 
they are, like the phenomena themselves, time-conditioned and there- 
fore “historical.” It is the task of economic Gestalt theory to make 
theoretically conceivable the latter kind of uniformities, though they 
lack timelessness and ubiquity.* 





II 


The theoretical concept of economic style * is pivotal in all “his- 
torical” theory, for in order to develop “historical” theories one has 


11 See Joseph Schumpeter, “Uber die geschichtliche Bedingtheit der Satze der reinen Wirt- 
schaftstheorie,” Schmollers Jahrbuch, L (1926), 372. 

12 Translator’s note: Spiethoff’s thinking is to such an extent in line with Max Weber’s that 
Talcott Parsons’ interpretation of the latter’s epistemological position will help to understand 
the former’s logic. Max Weber, as Talcott Parsons interprets him, did not believe that in the 
process of analysis of the historical individual and comparison of it with others, i.e., in the 
process by which general concepts are built up, a uniform system of general concepts can issue. 
He rather showed that there could be as many such systems as there were points of view 
significant to knowledge. On the other hand such systems of general concepts transcended the 
historical individual—see Parsons, pp. 593, 594. Spiethoff applies this basic epistemological 
insight to the field of economics. 

He himself in a paragraph of the original paper, which is not translated, points to the fact 
that his epistemology is in line with Wilhelm Wundt’s system of logic; see the latter’s Logik, 
4th ed. (Stuttgart, 1921), III, 542, 543. 

13 Yon Mises in his Grundprobleme der Nationalékonomie has without reservation denied 
the existence of “historical” theory. Karl Bode (“Die Grundprobleme der Nationalékonomie,” 
Schmollers Jahrbuch, LXVII [1933], 87 ff.) calls Mises’s attempt to prove the nonexistence 
of “historical” theory a failure. The difference of opinion roots in the fact that Mises considers 
economic theory a nomothetic a@ priori science. [Translator’s comment: It lies also in the fact 
that Mises thinks exclusively of logical validity, while Professor Spiethoff thinks in terms of 
applicability and validity in the sense of giving a truth-approaching picture of reality.] 

14 This concept can be understood only on the basis of the epistemology of economic Gestalt 
theory that I have elaborated elsewhere (see n. 10 of this paper). Here I will be particularly 
concerned with its relation to all kinds of “historical” theory. [Translator’s note: The reader 
will readily see that Professor Spiethoff uses the phrase economic style for two different things; 
namely, for certain patterns of economic life (institutional setups) and for the conceptual 
models that are designed to deal with those patterns. ] 
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first to analyze time-conditioned differences in economic life in such 
a way that one arrives at distinct institutional setups (patterns of 
economic life) which are accessible to theory. The concept of economic 
style is a tool to that end. It reflects the properties which make out of 
an institutional setup a unique case of economic life. With the help of 
the tool “economic style” the student arrives at a clearly delimited sub- 
ject for his research. It may be a hypothetical or a real pattern of 
economic life and may deal with an institutional setup as a whole or 
with certain institutions. 

Understanding my position depends on grasping the difference be- 
tween “historical” theory and history, for “historical” theory is not 
history, it is genuine theory. History, in contrast to theory, deals with 
phenomena and processes in their uniqueness. It describes and explains 
them, aiming at understanding and possibly even judgment. History 
is interested in uniqueness and individuality and in the existence and 
change of phenomena characterized by uniqueness and individuality. 
The statements of a historian refer always to unique and specific cases; 
as a historian he does not aim at knowledge of a generalizing character. 
Generalizing, however, is precisely the goal of the theorist. Statements 
of a generalizing character can be made with regard to uniformities in 
time-conditioned phenomena as well as with regard to timeless phe- 
nomena. Statements of the latter kind are of universal validity and are 
a favorite subject of theory. But since the vast majority of economic 
phenomena are subject to change in time, the economic theorist cannot 
stop after having treated those that are timeless. Statements that are of 
a generalizing character referring to time-conditioned phenomena are 
equally desirable and necessary. Of course, it is impossible to make such 
statements about the strictly unique aspects of economic phenomena 
and processes, but they can be made about those aspects that show 
uniformities over time. Uniformities during certain periods or epochs— 
time-conditioned uniformities—can undergo a theoretical treatment; 
but, because of their character as time-conditioned uniformities, theory 
concerning them is not of universal applicability; it is “historical” 
theory. The concept of economic style is the tool with the help of which 
uniformities in time are made available for theoretical research. A few 
examples may illustrate these statements: 

Those economic phenomena which are so different one from the 
other that each case is essentially dissimilar are not directly accessible 
to theoretical treatment. Whenever such phenomena occur, their 
occurrence must be explained through the unique concatenation of 
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circumstances back of the event. This is, for instance, the case with 
inflation. In order to make the phenomenon inflation available for 
theoretical research and subject to statements of a generalizing char- 
acter, pure theory applies the device of creating a model of inflation 
and thereby brings into being a construct which can be treated in 
generalizing terms. On that basis it has been possible to develop the 
quantity theory of money, while the phenomenon remains inaccessible 
to economic Gestalt theory. The latter kind of theory is not here appli- 
cable because the change of the quantity of money and credit in relation 
to the quantity of goods does not result in effects which show regulari- 
ties. An increase in the circulating medium and credit available does not 
meet an unchanged quantity of goods as pure theory assumes. In reality, 
such an increase, leading to an increased demand for goods, stimulates 
production and is thereby responsible for an increased quantity of goods 
available. Regarding the concomitant price changes, it is certain that 
they will occur, but uncertain to what degree price rises will lag behind 
the increase in the amount of money and credit available. It is certain 
only that in the earlier stages of inflation they will lag behind. More- 
over, increased purchasing power is not directed toward a uniform 
market of goods; it flows in various ways to the capital and money 
markets and to the various markets of goods and services, hitting each 
of them in different conditions and consequently causing differing 
effects. Inflation appears in the capital and money markets as an in- 
creased supply of loanable funds and therefore tends to depress the rate 
of interest, while, in contrast, the markets of goods and services ex- 
perience an increased demand and consequently rising prices. But 
those markets may, at the time when inflation starts, be in an equilib- 
rium or be suffering from oversupply or from excessive demand. More- 
over some goods have elastic, others inelastic, demand; the production 
of some can be expanded with decreasing unit costs, while in other cases 
the unit costs will increase. If one wants to draw a realistic picture of 
inflation, all these differences must be taken into consideration because 
they influence the course of the event. It is evident that in this case re- 
search cannot start from uniformities because all data are unique and 
the process is determined by specific constellations. Economic Gestalt 
theory is not applicable in this case, for no single explanatory principle 
will suffice to make understandable the course of an individual case 
of inflation. Only pure theory, by isolating quantities of money plus 
credit and goods and by disregarding all other factors, by freezing, as it 
were, the whole national economy except those two factors, will lead 
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to that meaningful result of general validity known as quantity theory 
of money. This example should make clear what a terrific simplifica- 
tion or rather distortion of reality may be posited in setting the stage for 
pure theory. On the other hand, it will also indicate the difficulties of 
realistically illuminating economic life. 

But in those cases in which time-conditioned phenomena show uni- 
formities one can apply economic Gestalt theory and arrive at theorems 
of restricted applicability. To be sure, economic life as it presents itself 
to the observer of its course over thousands of years all over the globe 
is so full of deep-reaching differences that it cannot be treated as a 
whole by economic Gestalt theory. Nevertheless, differences are not 
sufficiently deep reaching to prohibit the devising of models of various 
patterns of economic life, characterized by specific uniformities. Such 
patterns, determined by unique and specific institutions, can be treated 
by economic theories applicable thereto. It is here that the model of 
economic style comes in handy. 

Historical theory can deal not only with whole patterns of economic 
life, that is, institutional setups, but also with individual institutions. 
The latter are accessible to “historical” theory since they are part and 
parcel of that institutional reality which is mirrored in the style model 
in question and since they show uniformities such as economic theory 
demands. For example, business cycles are an institution typical of the 
pattern, or style, of capitalism. If business cycles did not show uni- 
formities, if each cycle had a cause essentially different from the cause 
of any other cycle, we could not have any business-cycle theory. Further- 
more, if that were the case, as it is not, business cycles would not belong 
to the economic style of capitalism, but they would be just accidents, 
such as earthquakes and wars, impinging on economic life.”” 


ArtTHur SpietHorF, Badenweiler 


15]t goes without saying that every business cycle shows unique features that can be 
explained only historically and to that extent business cycles are the subject of economic history. 
But in addition, business cycles are also generic phenomena which show distinct similarities, 
uniform in character, wherever and whenever the phenomenon appears. Consequently, business 
cycles can also be the subject of “historical” theory of economic Gestalt. It must be clearly 
understood that business cycles are time-conditioned and belong to the capitalistic style within 
which they represent a specific and typical phenomenon. Should capitalism change in its 
essentials or entirely disappear, business cycles would change their characteristics or disappear 
also. Business-cycle theory is applicable only for the domain of that style, but for its domain it is 
generally valid; that is, it is ‘historical’? theory. 





Notes and Review Articles 


THE GREAT NORTHERN’S LAND GRANT* 


In the history of American railroads the Great Northern is ordinarily not 
classed among the land-grant lines. It is, in fact, frequently cited as the most 
conspicuous example of what could be accomplished without a Federal subsidy. 
For this point of view there is substantial justification. The major part of the 
Great Northern system, from the Red River to Puget Sound, was built without 
aid from the national government, and its:construction invites comparison, as 
Thomas C. Cochran has suggested, with the well-endowed Northern Pacific.! 

Yet the Great Northern, like practically all the important western rail systems, 
has a land grant in its history, and a far from negligible grant at that. The St. 
Paul and Pacific Railroad, the Great Northern’s parent company, received about 
three million acres as its share of the Federal land grants for railroads given to 
Minnesota.” While this figure may seem modest beside the 40,000,000 acres of the 
Northern Pacific grant, it was the seventh largest of the original seventy-five 
railroad grants and the largest of those in which the land was given to a state 
rather than directly to a railway company. 

The original St. Paul and Pacific land grant was enacted in 1857 to aid in the 
construction of a railroad from Stillwater via St. Paul and Minneapolis to the 
site of the city of Breckinridge, with a “branch” from Minneapolis to St. Vincent 
on the Canadian border.? As was customary at this time, the grant consisted of 
the odd-numbered sections for six sections in width on each side of the track, 
with an additional “indemnity” area extending for fifteen miles on each side 
within which the railroad could select land to compensate for tracts in the 
primary limits which had been previously appropriated or reserved. This act 


* Much of the material used in this article was collected while the author was a 
fellow of the Social Science Research Council. He is also indebted to his colleague, 
Professor Lynwood S. Bryant, for helpful suggestions. This paper was presented 
to the Lexington Group Session at the annual meeting of the Mississippi Valley 
Historical Association in Chicago, April 17, 1952. 

1See Thomas C. Cochran, “Land Grants and Railroad Entrepreneurship,” 
Tue Tasks or Economic History (Supplemental issue of the THE JouRNAL oF 
Economic History), X (1950), 65. The principal difficulty in making the 
comparison Mr. Cochran proposes will be the problem of isolating the influence 
of the land grant from other factors, notably such imponderables as the characters 
of the men who controlled the two railroads. 

2 General Land Office, Statement Showing Land Grants Made by Congress to 
Aid in the Construction of Railroads, Wagon Roads, Canals, and Internal Im- 
provements (Washington: United States Government Printing Office, 1915), p. 6. 

3 XI U.S. Statutes at Large, 195. The first company to receive the grant was 
called the Minnesota and Pacific. It failed and was reorganized in 1861 by the 
same promoters as the St. Paul and Pacific. 
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was ineffective as a stimulus to railway construction. The land grant could not 
by itself solve the problems of financing a railroad in a sparsely settled frontier 
area, particularly with a depression setting in at the end of 1857 and with 
promoters who were less interested in building the line than in the possible 
quick profits from stock and land speculation. Five years after the granting act 
had been passed, the St. Paul and Pacific had laid only ten miles of track, 
although over 450,000 acres of land had been certified to the company.’ 

At the end of the Civil War, Congress revitalized the railroad grants of the 
previous decade by a mass of legislation increasing their area and extending the 
time within which the lines had to be completed. The principal effect on the 
St. Paul and Pacific was to make it a major headache for the harassed officials 
of the General Land Office. Construction of isolated segments of the line went 
on by fits and starts; quarrels over land claims were unceasing. There were 
chronic conflicts with settlers, something that characterized every American 
railroad grant, with the railroads as frequently offended against as offending. 
There were disputes with the Northern Pacific because the two grants overlapped. 
There was, finally, a prolonged controversy with the government over interpreta- 
tion of the St. Paul and Pacific’s rights. 

The grant of 1857 had been made while Minnesota was still a territory, ex- 
tending westward to the Missouri River. A year later, when Minnesota became 
a state, its western boundary was fixed at the Red River, with the result that in 
places the lateral limits of the St. Paul and Pacific grant extended into North 
Dakota, particularly in the region where the St. Vincent branch was projected 
to run north and south through the Red River Valley, roughly parallel and quite 
close to what was now the boundary of the state.> The area affected was greater 
than the location of the present Great Northern line to St. Vincent would suggest, 
since the original “definite location,” on the basis of which the land grant was 
adjusted, was nearer the river than the line actually built. James J. Hill and 
Norman Kittson later explained this deviation by testifying that the first survey 
had been made during the unusually dry summer of 1872 and unsuspectingly 
passed through a normally overflowed area. Carl Schurz, then Secretary of the 
Interior, agreed with them that no useful purpose would be served by insisting on 
constructing a railroad through a swamp and allowed the change of route.® 

The St. Paul and Pacific insisted that its rights under the 1857 grant were 
not affected by the fixing of the state boundary a year later and that it was entitled, 
therefore, to take land in Dakota. The land office, however, held that, since the 
railroad had failed to earn any part of its grant prior to 1858, it had no claim 
to land outside the limits of the state of Minnesota.” Eventually, some years 


4]. M. Edmunds, Commissioner of the General Land Office, to E. F. Drake, 
President, St. Paul and Pacific Railroad, December 11, 1862, in G. L. O. Div. 
F, Letter Record, LXVII, 358. 

5See the map in Robert S. Henry, “The Railroad Land Grant Legend in 
_ History Texts,” Mississippi Valley Historical Review, XXXII (Septem- 

t 1945), 180. 

®H. R. Exec. Doc. No. 29, 47th Cong., 2d Sess. (June 10, 1880). 

™W. J. Drummond, Commissioner of the General Land Office, to Enoch 
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after Hill had converted the moribund St. Paul and Pacific into the prosperous St. 
Paul, Minneapolis, and Manitoba, the Supreme Court upheld the railroad’s con- 
tention.® Since most of the land along the Red River had been taken up by this 
time, the decision threatened a general dislocation of land titles in the area. It 
was, however, never part of James J. Hill’s policy to alienate the settlers who 
provided much of the traffic for his line, and a remedy was found which was 
manifestly equitable to both parties. In return for relinquishing its claims to 
tracts that had been occupied in good faith prior to January 1, 1891, the railway 
company was authorized to select an equal area of land in any of the states it 
traversed. Under the provisions of this act the Great Northern system eventually 
acquired land all the way to Puget Sound. 

As this incident suggests, Hill, for all his firm belief that it was more important 
to encourage settlement than to make big profits on land sales, was determined to 
make the most of the land grant he had inherited with the rest of the St. Paul 
and Pacific properties. It was an understandable attitude. If we except his own 
vision and faith in the future of the Northwest, the land subsidy was virtually 
the only asset the St. Paul and Pacific possessed when he took control of it, and 
without it as an inducement to investors it is doubtful if he would have been 
able to finance the purchase of the railroad at all. Hill’s official biographer, James 
G. Pyle, goes to considerable pains to demonstrate that Hill was a railroad builder 
and not a land speculator, but even in his eagerness Pyle makes it clear, at some 
points almost unintentionally, that the land grant was a vital factor in Hill’s 
calculations. In describing the negotiation by Hill and his associates for the 
purchase of the St. Paul and Pacific he says: “Nobody could have been found, 
probably, to furnish the necessary funds unless the land grants were a part of 
the security. As a matter of fact, the best and real security was-the roads them- 
selves, and their assured future as carriers. Mr. Hill knew that. But moneyed men 
in London and New York not only could not believe it, but they could scarcely 
credit the man whe made such a statement with honesty of conviction. Before 
they hazarded a dollar, they wanted land as a basis for mortgage and other 
bonds.” 1° And again, describing the frantic drive in 1878 to finish construction 
before the time limit set by Congress expired, he comments, “If they failed, the 
land grant, which formed so large an element in the value of the bonds as 
security, would be forfeited.” 11 





Trott, Land Commissioner of the St. Paul and Pacific, November 24, 1871, in 
G. L. O. Div. F, Letter Record, LXX, 450. 

8 St. Paul, Minneapolis, and Manitoba v. Phelps, 137 U. S. 528 (1891). 

®XXVII U. S. Statutes at Large (August 5, 1892), 390. 

10]. G. Pyle, Life of James J. Hill (New York, 1917), I, 197. 

11 Tbid., p. 252. Actually the danger of forfeiture was not quite this acute. In 
Schulenburg v. Harriman, 21 Wallace 44 (Oct. 1874), the Supreme Court held 
that the forfeiture clause did not operate automatically but could be invoked only 
by specific legislative or judicial action. (For a detailed discussion of this point, 
see David M. Ellis, “The Forfeiture of Railroad Land Grants, 1867-1914,” 
Mississippi Valley Historical Review, XXXIII [June 1946], 30-31.) It was, of 
course, possible that the Northern Pacific might use its political influence to take 
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Thus the Great Northern exemplifies two of the major factors which have to 
be considered in evaluating the railroad land-grant policy. To repeat, as a “land- 
less” railroad west of the Red River Valley it can profitably be compared with the 
Northern Pacific. Whereas the latter was driven to push westward as fast as its 
shaky finances would permit, without waiting for the country to be settled, in 
order to secure its right to its land grant, the Great Northern could afford to 
adapt its progress to the growth of its traffic. On the other hand, it is clear 
that the St. Paul and Pacific subsidy played a more important part in the early 
development of the Great Northern system than has generally been recognized, 
and its function as an inducement to investment deserves further study. 

One of the problems to be explored in this connection is why Hill succeeded 
where his predecessors failed. He was able to use the land grant to attract capital, 
but so were they. When Hill came into the picture, the St. Paul and Pacific had 
issued $27,000,000 in bonds, secured in part by mortgages on various portions 
of the land grant,!? and it is safe to assume that the Dutch investors who took 
the bulk of these bonds would have been far less willing to sink their money 
into a highly speculative enterprise if the prospect of profits from land sales had 
not existed. We need not for our present purpose attempt to unravel the finances 
of the St. Paul and Pacific. The essential point is that the land grant remains a 
fairly constant factor as a stimulus to the investment of funds that would not 
otherwise have been forthcoming. 

When we look for the variables in the situation, it is easier to ask questions 
than to answer them. That the change in the fortunes of the St. Paul and Pacific 
after Hill acquired it was due in large measure to his own extraordinary ability 
and his avoidance of speculative and questionable financial methods can be freely 
conceded, but it is possible that this explanation fails to tell the whole story. After 
all, Hill himself took a long chance. He and his associates pledged their credit 
to its limit to get possession of the railroad, and during the first critical years 
while the line was being completed to the Canadian border and its traffic built up, 
a relatively minor mishap could have meant disaster for them. It is fair to ask 
whether the failure of his predecessors may not be regarded as an example of 
Andrew Carnegie’s dictum that “Pioneering don’t pay.” In other words, even if 
we omit the Panic of 1873 and the grasshopper plagues, were the earlier efforts 
to build the St. Paul and Pacific simply premature? The history of the neighbor- 
ing Northern Pacific offers considerable support for this point of view. Jay 
Cooke’s biographer points out that in 1870 there were no white settlements be- 
tween Lake Superior and the Missouri River except military posts, Indian 
agencies, and trading stations,!* and, in comparing Cooke and Hill, observes, 


advantage of a technical default on the part of its rival—which would have been a 
clear case of the pot calling the kettle black. 

12 Pyle, Hill, 11, Appendix 3. 

13 Henrietta M. Larson, Jay Cooke, Private Banker (Cambridge, Mass., 1936), 
p. 280. The two railroads traversed the same territory and were bound to be 
closely related, either as rivals or partners. During the Cooke regime, the Northern 
Pacific acquired control of the St. Paul and Pacific until the latter went into 
receivership in 1873. 
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“He [Hill] worked in a country which was developed and which furnished 
traffic for his road, as compared with the virgin West of Cooke’s time; and he was 
fortunate enough, in his later and most successful years, to have worked at a time 
when business was on the upgrade, as compared with the downward trend of 
the early 1870's.” 14 

Here, it may be suggested, are some of the important factors that must be 
weighed in attempting to arrive at an evaluation of the railway land-subsidy 
policy, enough at least to indicate the limitations as well as the potentialities of 
the policy. A grant of land would normally stimulate some flow of capital to a 
railroad project, but it could not by itself guarantee success. Its effectiveness was 
always conditioned by the state of development of the territory to be traversed, 
the availability of other sources of capital to get the road built,!® and the 
entrepreneurial and managerial ability of the men in charge of the enterprise. 

The relationship of these factors to each other is obviously complex. Indeed, 
when one considers the possible variations in seventy-odd railroad grants, the 
difficulties of arriving at a general evaluation of the land-grant policy seem 
almost insuperable. Recent studies by Messrs. Thomas Le Duc and William S. 
Greever have made it abundantly clear that we have not yet reached the point 
where we can appraise with any degree of accuracy the influence of the land- 
grant railroads in promoting the settlement of the West,!® and in attempting 
to determine to what extent the land subsidies actually stimulated railroad ex- 
pansion we are still at the stage of uncertain approximation. Professor Greever 
has made some interesting and valuable comparisons of land-grant policies in the 
United States and Canada, as well as of the practices followed by various rail- 





roads in disposing of their land, but he has not as yet reached conclusions which 
can be regarded as definitive. Most students of railroad grants utilize, as he does, 
the data compiled by the office of the Federal Co-ordinator of Transportation re- 
garding the value of the railway subsidies at the time they were given and the 
returns received by the grantees from the sale of their land; yet, as he himself 
points out, these figures must be accepted with some qualification.17 They are 


14 Tbid., p. 418. There is a problem here of distinguishing between fortune and 
foresight. Because of his interest in the Red River traffic, Hill had been watching 
the St. Paul and Pacific for some years before he attempted to get control of it. 
One of the attributes of a successful entrepreneur is presumably the ability to see 
an upswing coming. 

15 A land grant was always a future asset, whose full value could be realized 
only after the railroad had been built. Professor Cochran has pointed out that the 
capital value of such an asset is considerably less than its total net return. 
Cochran, “Land Grants,” p. 66. The railways that managed their grants most 
successfully have followed a policy of selling to settlers on easy terms and 
making their money from the traffic thus created rather than from the sale of the 
land itself. 

16Thomas Le Duc, “The Disposal of the Public Domain on the Trans- 
Mississippi Plains: Some Opportunities for Investigation,” Agricultural History, 
XXIV (October 1950), 199-204; William S. Greever, “A Comparison of Railroad 
Land-Grant Policies,” ibid., XXV (April 1951), 83-90. 

17 Greever, pp. 84-85. 
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incomplete and they do not establish any clear relationship between land grants 
and railroad construction. 

Similarly, it is possible to accept as a reasonable working hypothesis the 
estimate that land grants expedited the building of railroads in the West by 
some ten or fifteen years,1® but it is nothing more than that. It needs to be 
checked against concrete evidence from the histories of individual railroads. 
In fact, it appears that the most effective approach to an evaluation of the railroad 
land-subsidy policy lies through a series of case studies. If so, the Great Northern 
should be placed high on the list. In its own history it includes practically all the 
ingredients needed to analyze the influence of a land grant on railway develop- 
ment. The task calls for much more investigation than has been done so far; this 
essay is not attempting to do more than suggest the possibilities. They are, as far 
as the evidence immediately available indicates, attractive. A study of the Great 
Northern and its land grant offers profitable avenues for exploration in the fields 
of economic growth, entrepreneurship, and induced investment. 


Joun B. Rat, Massachusetts Institute of Technology 


18 Ibid., p. 85. This estimate is made in Federal Co-ordinator of Transportation, 
Public Aids to Transportation (Washington, D. C., 1938-40), I, 43. 





AN ECONOMIC HISTORY OF RUSSIA! 


A comprehensive presentation of Russian economic history from its origins up 
till modern times should claim considerable interest. The peculiar features of the 
country’s economic development (particularly the specific recurring patterns which 
characterize that development) can be gleaned only from such a presentation, and 
it is in this way that students of the Soviet economy may be able to derive from the 
story of past centuries suggestive material for interpretation and re-interpretation 
of contemporary processes. Moreover, a consideration of Russian economic history 
over a very long period tends to open up new vistas for the contemplation of 
European economic history. Much of that history has been written with the 
“norm” of the English development in mind. It is quite likely that comparisons 
with the evolution that proceeded in the east of the Continent would throw into 
relief some significant factors in Continental history which otherwise could not 
have been easily perceived. 

The list of books dealing with the whole sweep of Russian economic history is, 
however, extremely short in any language, including the Russian. There are, 
of course, the volumes of Kliuchevski’s History of Russia from which those 
interested in economic history will always receive much enlightenment. But 
Kliuchevski’s work peters out in the first half of the nineteenth century, and 
was conceived, after all, as a course in general rather than in economic history. 
There are, furthermore, the works by Kulisher and Dovnar-Zapol’ski, but the 
former does not carry the treatment of the subject beyond the seventeenth and 
the latter ends in the fourteenth century.? Actually, for decades, Professor 
Mavor’s work remained the solitary attempt at describing the whole flow of 
Russia’s economic development.® While this study is not entirely without merit, 
its sketchy character, its extensive reliance for long periods of earlier history on a 
single—even though excellent—secondary source (Kliuchevski), its propensity to 
escape into purely political irrelevancies in treating more recent periods, and its 


1P, I. Lyashchenko, Istoriya narodnogo khozyaystva SSSR [History of the 
National Economy of the U.S.S.R.], Vol. I, Ogiz 1947, pp. 663; Vol. II, Ogiz 
1948, pp. 738. 

Peter I. Lyashchenko, History of the National Economy of Russia to the 1917 
Revolution, translated by L. M. Herman, Introduction by Calvin B. Hoover, 
Maps redrawn under the supervision of Leonard H. Dykes, New York 1949, pp. 
xiii and 88o. 

2M. V. Dovnar-Zapol’ski, Istoriya russkogo narodnogo khozyaystva [History 
of the Russian National Economy] (Kiev, 1911), Vol. I. 

I. M. Kulisher, Istoriya russkogo narodnogo khozyaystva {History of the 
Russian National Economy] (Moscow, 1925), Vols. I and II. Cf. also the German 
one-volume version of the two volumes: Josef Kulischer, Russische Wirtschafts- 
geschichte, (Jena, 1925), Vol. I. 

3 James Mavor, An Economic History of Russia (London and Toronto, 1914), 
2 vols. 
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lack of independent judgment and of analytical penetration greatly detract from 
the value of the book. Quite recently, a short sketch of Russian economic history 
from the ninth to the twentieth century appeared in France, but its brevity makes 
it comparable neither to the works just mentioned nor to that of Professor 
Lyashchenko to which the present discussion is devoted.t For the sake of 
completeness one might also mention two studies devoted to Russian economic 
history in the nineteenth century. One of them by Picheta is little more than a 
pamphlet and covers only the first half of the nineteenth century; the other by 
Khromov seems to be a detailed and original piece of work, which, however, 
has just appeared in Russia and at the time of this writing has not yet become 
available to Western readers.5 

Under these circumstances, Lyashchenko’s voluminous opus has very few 
competitors in the field, and the American Council of Learned Societies un- 
doubtedly acted wisely in deciding to sponsor Mr. Leon Herman’s English 
translation of the book. The translation was made from the 1939 one-volume 
edition. In 1947-1948 Lyashchenko issued a new and considerably expanded two- 
volume edition. While Mr. Herman is right in intimating in his “translator’s 
note” that in both basic structure and main substance the 1939 edition does not 
differ too much from its successor, it seemed advisable to base this discussion on 
the latest Russian edition and to append a few comments on the English edition. 
Accordingly, unless otherwise stated, page references given in the following 
relate to the 1947-1948 Russian edition. 

The organization of the book can be described briefly. The presentation is 
divided into two main parts: the first volume is devoted to what the author 
calls the “Pre-Capitalist Formations’—a period of about fifteen centuries—the 
second, to the five or six decades of Russian “Capitalism,” the abolition of serfdom 
in the 1860’s forming the dividing line. The story of the first volume begins with a 
sketch of prehistoric development; Lyashchenko then proceeds to deal with 
what he calls the “Period of Early Feudalism of the Peoples of the U.S.S.R.” 
Thereafter, the author concerns himself with the “Period of the Developed 
Feudal Serfdom Economy,” continues with a description of the decline of that 
economy; goes on to treat the “Serfdom Economy in the Period of the Absolutist 
State”; and concludes the volume with a discussion of the “Disintegration of the 
Serfdom Economy in the Nineteenth Century.” The second volume proceeds 
from a description of “Industrial Capitalism” to that of “Imperialism”; devotes 
by way of an excursion and elaboration a fair amount of space to the develop- 
ment of the country’s major economic regions; and winds up with a discussion 
of the economy during the period of World War I until the downfall of the 
Provisional Government in 1917. 


* Betrand Gille, Histoire économique et sociale de la Russie du moyen-dge au 
vingtieme siécle (Paris, 1949), p. 236. 

5V. I. Picheta, Istortya narodnogo khozyaystva v Rossii XIX-XX vekov 
[History of the National Economy in Russia of the Nineteenth and Twentieth 
Centuries] (Moscow, 1923); P. A. Khromov, Ekonomicheskoye razvitiye Rossii v 
XXIX-XX vekakh [Economic Development of Russia in the Nineteenth and 
Twentieth Centuries] (Gospolitizdat, 1950). 
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As is suggested by this structure of the work, it is designed to present itself 
as a “Marxian” interpretation of Russian economic history. This, of course, is 
to be expected from a standard work of this kind which has been published in 
Soviet Russia. Lyashchenko introduced himself as a Marxian in his Sketches of 
the Agrarian Evolution in Russia, which were published more than four decades 
ago. But while in the early years of the century it made definite sense to describe 
a historical book as Marxian, such a designation contributes little to the under- 
standing of a work published in present-day Russia. It is legitimate to ask to what 
extent the use of Marxian terminology is accompanied by anything that might be 
termed a Marxian analysis of economic development. This question is prompted 
by the growing recognition that the relationship between official Soviet ideology 
and Marxism cannot be adequately expressed by a simple sign of equality. 

Official Soviet ideology is a rather complex phenomenon. Its function is es- 
sentially one of vindicating changing policies of the Soviet government through 
reference to an ostensibly invariant philosophy. Since the actions of the govern- 
ment are determined by changing practical needs, the ideology can perform its 
justifying function only by being subject to a steady process of change and 
adaptation. The result is a rather heterogeneous mass of doctrines and fragments 
of doctrines. Where no pragmatic need for revision has been at work, original 
Marxian propositions have remained undisturbed; in other cases only the shell 
of the original language has been preserved, but the contents have been rather 
radically changed; certain chunks of the original doctrine have been discarded 
altogether. In addition, a whole panoply of formal injunctions and rites, the 
observance of which is required, has become part and parcel of the ideological 
structure. And this agglomeration, which in various ways pervades all the 
spheres of Russian intellectual life, is then referred to as Marxism, thus evoking the 
vision of a clear-cut and consistent system. The sociological rationale of the 
process is as obvious as its logical meaninglessness.® 

Accordingly, a good deal of Lyashchenko’s Marxism is not Marxism at all but 
represents the trammels and the trimmings of the official ideology. First of all, 
there are the silences of the taboos and the clamors of veneration. These may be 
illustrated by a comparison of the introduction to the first edition of the book 
to that of the present edition. The earlier introduction, written at the time of the 
Soviet “NEP liberalism,” contained respectful references to Kant and to men like 
Buecher, Brentano, and Sombart.? Two decades later all such references have 
been mercilessly eradicated. On the other hand, it was still possible in 1927 to 
publish a book of this sort without mentioning Stalin even once. In 1947, 


6 Those who find such a development surprising may do well to refer to the 
brilliant essay by Rosa Mayreder, Der typische Verlauf sozialer Bewegungen 
(Anzengruber Verlag, Vienna-Leipzig), and particularly to her fine discussion 
of the heterogeneous nature of ideologies in what she calls the “power-phase” 
of social movements (p. 28). This most illuminating essay (written in the 
spring of 1917) reads now, after more than four decades, like a historical sketch 
of ideological developments in Soviet Russia in the intervening period. 

7 Cf. P. I. Lyashchenko, Istoriya russkogo narodnogo khozyaystva [History of 
the Russian National Economy] (Moscow-Leningrad, 1927), p. 13. 
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references to Stalin, his works, and his contributions to the study of economic 
history are abundant. 

A Soviet economic historian must avoid the appearance of “subservience” to 
Western scholarship and, in general, he must tread very warily where Russian 
nationalism is concerned. Thus, Lyashchenko must reject the theory of Varangian 
origins of the Russian state (I, 109-16). It is true, of course, that Marxian theory 
of the origin of the state stresses the factor of social differentiation as against the 
conquest theory of such scholars as Gumplowicz, Ratzenhofer, and Oppenheimer. 
But in this case, the motivation is clearly nationalistic rather than Marxian. 
Lyashchenko is quite ready to emphasize the importance of conquest as long as it 
proceeds within the milieu of the Slavic tribes (I, 114). What he must reject is 
the implication of inferior ability of the Russians to act as a state-forming force. 
For the same reason Lyashchenko has to go out of his way—and certainly out of 
the way of any economic history—to claim that the term “Rus” [Russia] is 
of Slavic rather than Scandinavian origin, a task, incidentally, which Lyashchenko 
performs with rather conspicuous reluctance (I, 52-54).8 And, finally, in order 
to prove the same thesis Lyashchenko has to exaggerate out of all proportion the 
importance of agriculture in Slavic tribal economy by the ninth century. It is 
not enough simply to correct the earlier impressions of the absence of agricultural 
activities during that period; the Varangians must be shown to have found a 
settled and economically advanced population (I, 83-89). Once the ulterior 
motive is clear, the reader is not much surprised to find later in the book a 
candid statement that in the fifteenth century—six centuries later—hunting and 
apiculture constituted the primary economic activities in the Kiev area (I, 352). 

Similarly, the process of Russian territorial expansion, and in particular the 
annexations of the Ukraine and White Russia, must be claimed to have brought 
to the respective populations freedom from the yoke of local nobilities, and in 
addition to have been “progressive” in the sense of opening up new economic 
possibilities for the development of the regions concerned (e.g., I, 361 and 538). 
Those are sweeping and, on the whole, quite unfounded assertions, and after 
having made them Lyashchenko calmly proceeds to show at least by implication 
that the formerly Polish territories were much further advanced economically than 
the Russian “heartland.” In the very special case of Georgia, Lyashchenko even 
has to contradict himself rather bluntly by describing Trans-Caucasia first as less 
advanced than Russia (I, 538) and then stating that Georgia at the time of 
annexation was much further advanced than Russia (I, 556). 

All this either is quite neutral as far as Marxian analysis of economic history 
is concerned, or else is in direct opposition to Marxism in the fundamental 


8 This moderation is to Lyashchenko’s credit. At the time when he was pre- 
paring the present edition, altogether fantastic interpretations of the term “Rus” 
were given currency in Soviet Russia in connection with N. Marr’s theories. Cf. 
eg., N. S. Derzhavin, Proiskhozhdeniye russkogo naroda [The Origins of the 
Russian People], Moscow, 1944, where the word is derived from “Etruscan” 
(p. 52 ff.). At that time to show restraint in following Marr (as Lyashchenko 
does expressly, I, 22) required in Russia as much civil courage as it does there now, 
after Stalin’s rejection of his theories, to refrain from a wholesale condemnation 
of that curious figure. 
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methodological sense that the specific relativism of Marxian dialectics is replaced 
by the assumption of constancy of relationship among individual factors (e.g., 
increase in the power of the Russian state is at all times economically “pro- 
gressive”). Karl Mannheim once pointed out a strictly parallel development with- 
in the democratic Marxian movements in Central Europe: “Marxian proletarian 
groups rise to power, shake off the dialectical elements of their theory, and begin 
to think in the generalizing methods of liberalism and democracy.” ® The 
difference lies only in the absolute values for the sake of which the methodological 
transformation takes place and in the fact that in Soviet Russia this process has 
been greatly accelerated by the formidable pressures of a dictatorial government. 

There are, however, other fundamental characteristics of a Marxian approach 
to economic history which one would expect to encounter in a basic Soviet publica- 
tion of this kind. At the very least, one might anticipate an attempt at an 
endogenous interpretation of economic history with great stress laid on pro- 
ductive forces and production relations as the basic agents of economic change 
and on class interest and class struggle as the social mediums through which the 
change asserts itself. Such interpretations can indeed be found in Lyashchenko’s 
book, but curiously enough time and again they appear almost as afterthoughts. 

The fact is, that while for certain periods and areas of Western economic 
history Marxian interpretations succeeded, along with others, in making a 
significant contribution to the understanding of economic development, Russia, 
with its economic backwardness, the much more independent role of the state, 
and the subordination of a good deal of economic processes to the play of 
political force, provided over certain crucially important periods a singularly 
infertile ground for application of Marxian models. 

This is intimated in the introduction where Lyashchenko speaks of the sharp 
differences that exist between Western European and Russian economic history, 
mentions the inapplicability of a general theoretical scheme to all times and 
climes, and insists that social “superstructure” (that is, political institutions, legal 
framework, ideologies, etc.) exert a “tremendous degree of influence” upon the 
“qnfra-structure” of the society. 

These views are reflected throughout the book but to a varying extent. Perhaps 
least of all have they influenced Lyashchenko’s treatment of the earlier periods of 
Russian history, and particularly the thirteenth and fourteenth centuries which 
the author defines as the time of developed feudalism in Northeastern Russia. In 
describing that period, Lyashchenko places much too much emphasis on the 
role of certain juridical instruments, such as the immunities, and tends to exag- 
gerate the degree to which at that time “black” soils (that is, peasant lands) changed 
into seignorial possession as well as the degree to which the peasantry became 
enserfed. Despite some qualifications (I, 190), it is not made sufficiently clear 
to the reader that during the period concerned a not inconsiderable part of the 
peasantry still occupied lands which were unencumbered by feudal obligations 
(although they were under tax obligation to the respective princes) and that 
such “serfdom” as had developed was essentially in the nature of contractual 
obligations capable of being dissolved by the peasants. It hardly could have 


® Karl Mannheim, Ideology and Utopia (New York and London, 1949), p. 118. 
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been otherwise in conditions of extremely low density and high fluidity of the 
population, a factor to which Lyashchenko devotes very little attention. To tie 
the peasants to the soil under such conditions required the intervention of 
political rather than economic power. 

As a result of this distribution of emphasis, the reader finds it difficult to 
appreciate fully the tremendous revolutionary significance of the transformation 
of these conditions that was brought about by the action of the rising and 
expanding Moscow state. This transformation entailed more than just a cur- 
tailment of the hereditary alodial estate (votchina) and emergence of the 
temporary land holding (pomestye) which was predicated upon performance 
of services to the state on the part of the holder. In the course of the process 
considerable areas of formerly “black” peasant lands were re-assigned by the 
state to its servants. 

This eminently political process is quite incomprehensible save within the 
framework of the expanding state and its growing needs. It took place under 
economic conditions where the imposition of burdens upon the tillers of the 
soil to sustain the military and the bureaucratic servants of the state was the 
only method available to the latter for financing its budget. The serfdom of the 
peasants in the sense of their becoming indissolubly tied to the soil stands at 
the far end of this protracted process and must again be understood as es- 
sentially brought about by the state in the interest of the state. Lyashchenko 
does not try to disguise the role of the state in this crucial development, but 
his description of the preceding period tends to detract from the scope of the 
transformation that took place. In addition, he blurs the clarity of his presenta- 
tion by remembering suddenly that “behind” the political change there must 
have been a “real cause” in the form of an economic change. Thus, after having 
described the changes that took place he says: “At the basis of these changes 
in social relations and in the nature of the serfdom economy of the Moscow 
state lay the growth of the social division of labor, the deepening separation of 
the city from rural areas, the development of city handicraft, development of 
markets and money economy .. .” (I, 236). 

This gratuitous twist to an otherwise straightforward description of the evolu- 
tion that occurred during the fifteenth and the sixteenth centuries is quite in- 
consistent with the statement made only a few pages later that markets re- 
mained altogether undeveloped and that the economy preserved its “closed” 
character until at least as late as the seventeenth century (I, 247). Equally 
misleading is the assertion that the pomestye was economically more “pro- 
gressive” than the “votchina” (I, 256 and 260). Because the pomestye corre- 
sponded to the political needs of the government and rendered possible its ex- 
pansionist policy, Lyashchenko feels that it was “progressive.” The use of the 
word is, of course, perfectly harmless in itself. But then comes the unfortunate 
desire to be “theoretical” about it, that is, to show that political “progressive- 
ness” must have developed on the basis of economic “progressiveness.” Accord- 
ingly, he proceeds to speak of the great improvements in agricultural techniques 
which reputedly accompanied the change in seignorial land tenure. There is 
little or no evidence for such claims, except for the fact that the pomestye 
presumably involved greater demands upon the labor of the peasants. And 
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Lyashchenko himself admits elsewhere (I, 234 and 254) that there was no 
difference between the pomestye and the votchina with regard to the respective 
“modes of production.” 

Similarly, in dealing with the process of enserfment, Lyashchenko places due 
stress on the decisive role played by the government in restricting and finally 
abolishing the peasants’ right of “free exit” from the estate; and, incidentally, 
the author greatly improved his description of the process by introducing 
references to the 1580 Act concerning the “forbidden years,” that is, years during 
which the peasants’ right to dissolve the service relationship was for the first 
time suspended; (the first edition did not carry any reference to that crucial 
government action). But here again Lyashchenko weakens his presentation 
considerably by insisting that these government policies reflected class struggles 
between the seigneur and the peasant. Thus, very implausibly, the state is pre- 
sented as an executive committee of the pomeshchik class, and the fact that 
the process of enserfment reflects more than anything else the powerful interest 
of the state itself is allowed to be obscured (I, 260). 

On the whole, the superimposed layers of artificial formulas and generaliza- 
tions can be quite easily separated from the underlying main trend of the story 
as told by Lyashchenko. Still, this dualistic method, involving as it does re- 
curring re-interpretations of the material, not only taxes the patience of the 
reader but also prods the author into discovery of imaginary problems. Thus, 
after having claimed that the new form of land tenure was economically more 
efficient than its predecessor, Lyashchenko finds himself forced to explain why 
this more “progressive” form of agriculture led, toward the end of the sixteenth 
century, to a near collapse of the Russian economy (I, 256). In reality, of 
course, there is no problem at all. Quite on the contrary, the, whole process 
presents a series of sequences which constitute a rather typical pattern of 
Russian economic development: Whenever the military needs of the state be- 
came pressing, an institutional economic framework was adopted that was 
designed to make it possible for the government to support its foreign policy 
and its military ventures despite the hopelessly backward economy; in the 
process, heavy burdens were placed on the shoulders of the peasant population 
and the pressure continued to a point where the physical and the human re- 
sources of the country were so greatly depleted that the economy was no longer 
capable of sustaining the government’s policy. This pattern of development is 
as clearly visible in the Russia of Ivan IV as in the Russia of the early eighteenth 
century during the reforms of Peter the Great. In fact, some elements of the 
same pattern can be discerned even as late as the nineties of the past century 
during Count Witte’s policies of rapid industrialization. The further back in 
history that these sequences occur, the less likely do they appear to provide 
compensations in terms of increases in the productive capacity of the economy— 
as a result, the longer the period of stagnation and decline that followed the 
original outburst of governmental activities and its impact upon the economy. 

Viewed in this way, the economic decline in the closing years of the six- 
teenth century did not take place despite the economic transformation that was 
wrought by the government, but because of it. If Lyashchenko had decided to 
accept without tergiversation the role of the government as the primary agens 
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movens of the institutional economic change he described, he would have 
spared himself the chore of finding imaginary solutions to sham problems. 
Again, it is not the author’s inability to see the actual connections—he states 
them explicitly enough on page 257 of volume I; it is rather that sensible in- 
terpretations appear continually commingled with artificial ones. 

The treatment of the economic policies under Peter the Great reveals the 
same features. The role of the government as the primary factor responsible 
for the economic change that was taking place is clearly shown. But then this 
presentation is mechanically conjoined with a statement claiming that the state 
of Peter’s time was “a state of pomestye holders and merchants.” Particularly 
for the first half of the reign, the opposite statement would have been less of 
an exaggeration: At a time when the government was creating by bureaucratic 
appointments not only the pomestye nobility but also many a merchant and 
industrialist, it would have been much more reasonable to say that these classes 
were called to life by acts of the government. Presumably, the author recognizes 
that, since he drops a few remarks concerning the “contradictory and inchoate 
class structure” of Peter’s empire (I, 380); which remarks naturally come as 
a surprise after his earlier unqualified blunt statements on the subject.!® 

Lyashchenko provides a good sketch of Peter’s industrialization policies. He 
describes them as mercantilistic, but then hastens to add that Peter did not 
borrow from Western models (I, 365). This is a rather inane statement pre- 
sumably designed to avoid being charged with “groveling before the West.” 
But it would have been quite in order if Lyashchenko had stressed the peculiar 
features of Russian industrial mercantilism, that is, its much greater stress 
upon the role of the state as entrepreneur and manager rather than mere pro- 
moter of industrial enterprises as well as its much greater interest in producers’ 
goods and military goods industries and its lack of interest in luxury production. 

At the same time it should be noted that Lyashchenko’s treatment of such 
questions as craft-guild organization and city policies in earlier Russian history 
appears as a very model of restraint and reasonableness, compared to what now 
is being said on the subject in some Soviet historical studies. Thus, Smirnov 
presents a picture of complete similarity between the medieval city in France 
or Germany and in Russia, of, say, the sixteenth century; he claims that, as 
in the West, the “air of the Russian city made its inhabitants free” (without 
bothering to explain, however, why strict government measures were necessary 
to prevent the flight from Russian cities); and even goes so far as to speak of 
Zunftzwang and Bannmeile as typical for Russian cities. Another scholar, 
Rybakov, without going quite so far, tries hard to establish the existence in 
Russia of at least certain elements of craft-guild organization in order to show 


10Tt is indeed not easy to form a clear idea of Lyashchenko’s real views on 
the matter. He dismisses as unfounded the views of M. N. Pokrovski, the Soviet 
historian who was posthumously purged in the second half of the thirties and 
who regarded the absolute monarchy between the sixteenth and the nineteenth cen- 
turies as an instrument of “commercial capitalism.” Lyashchenko’s position 
makes very good sense, but the first (1927) edition of his present work con- 
tained a rather elaborate presentation of the same conception of the period as 
one characterized by “commercial capitalism.” Cf. Lyashchenko, pp. 123-273. 
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that “Russian handicraft was subject to general historical laws valid for the 
West and the East.” 14 Against the background of the boundless exaggerations 
and distortions in these studies (which, incidentally, contain a great deal of 
new and valuable research material, unconnected with the generalizations just 
mentioned), it is salutary to read Lyashchenko’s clear and unambiguous state- 
ment: “. . . In Moscow of the fifteenth and sixteenth centuries, there existed 
neither a craft-guild organization of the artisan population . . . nor craft-guild 
regulation of handicraft.” (I, 268.) Later on, Lyashchenko describes the com- 
plete failure of Peter’s attempts to introduce craft-guild organization by Im- 
perial decree (I, 406). It is only regrettable that Lyaschchenko leaves it to the 
reader to surmise how the absence of the craft-guild experience may have affected 
the subsequent course of the country’s industrial development. 

Lyashchenko’s appraisal of Russia’s economic position in the second half of 
the eighteenth century is perhaps somewhat less unambiguous, but on the 
whole quite reasonable. Such an appraisal has been controversial ever since 
the appearance of E. Tarle’s paper: “Was Russia of Catherine the Great Eco- 
nomically Backward?” }* The present tendency in Soviet Russia is to answer 
the question in the negative, as did Tarle some forty years ago. Lyashchenko 
has a statement to the same effect (I, 446), but this apparently is another instance 
of his usual way of conforming on a verbal level. For he proceeds to state ex- 
plicitly that the rates of economic growth of the period and its degree of tech- 
nological progress were very low in comparison to those of Western Europe 
(I, 454). And he makes it clear that the maintenance of serfdom (which in the 
interval had lost all its earlier functional relation with the government’s policies 
of economic development and had evolved into personal bondage) decisively 
prevented Russia’s participation in the great industrialization movement that 
was then in the making in Western Europe. He might have added that even a 
static snapshot view of the second half of the eighteenth century fully reveals 
Russia’s economic backwardness in relation to the West. 

This is true with regard to techniques employed in agriculture where the 
problem still lay in the general extension of the three-course rotation. Lyash- 
chenko makes it clear that Russian agriculture of the period was in a state of 
stagnation, if not decline, and it is only unfortunate that he quotes with ap- 
parent approval certain views according to which the depression of agriculture 
was caused by shift of population to the cities (I, 410-11). From all we know, 
the ratio of town population to rural population remained fairly constant be- 
tween the death of Peter the Great and the end of the eighteenth century, and 
the very enormity of the percentage of the rural population in the total—over 


11Cf, P. P. Smirnov, Posadskiye lyudi i ikh klassovaya bor’ba do srediny 
XVII veka [Burgesses and Their Class Struggle before the Middle of the Seven- 
teenth Century] (Moscow and Leningrad, 1947), I, 61, 134, 172, 177; and B. A. 
Rybakov, Remeslo drevney Rusi [Handicraft in Ancient Russia] (Moscow, 1948), 
pp. 729 ff. and p. 781. 

12 F. Tarle, “Byla li Yekaterininskaya Rossiya ekonomicheski-otstaloy stranoy?” 
[Was Russia of Catherine the Great Economically Backward?] (Sovremenny 
Mir [The Contemporary World], 1910, No. 5), pp. 3-29. Reprinted in E. V. 
Tarle, Zapad i Rosstya |The West and Russia], (Petrograd, 1918), pp. 122-49. 
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g6 per cent—should have effectively dispelled any idea of Russia’s having been 
anywhere near Western levels in its economic position. The piéce de resistance 
of such claims is the very high level of pig-iron production in the Urals. But 
the very fact that more than one half of that output did not find opportunities 
for further processing within the country and was exported should have be- 
spoken the backwardness of the country with sufficient clarity. What can be 
said is that as a result of Peter’s reforms Russia was probably not inferior mili- 
tarily to its opponents in the West. But that meant precisely that the great 
impetus for the state to concern itself with the country’s economic development 
was lacking. A clear discussion of these points would have improved Lyash- 
chenko’s treatment of the problem, but the reader will find in his presentation 
a sufficient amount of material to form his own judgment. 

The center of attention in Lyashchenko’s story of the first six decades of the 
nineteenth century is naturally held by the description of the problem of serfdom 
and of the chain of events that led to the emancipation of the peasantry. This 
is the field where the author has done most of his independent research and 
the pertinent chapters, including those on the effects of the emancipation, are 
probably the best in the whole book. Nevertheless his thesis that the serfdom 
economy was in the state of “general crisis” (I, 563 ff.), and that it was this 
crisis that caused the emancipation should not be accepted without qualification. 

That the serfdom economy in the “non-black-earth region” was under con- 
siderable stress is, of course, generally admitted. Maintenance of the serfdom 
relations there was not in the interest of the serf-owning nobility, as was fully 
shown by the attitude of that group during the discussions that preceded the 
reform and by the contribution it made to the adoption of a much more far- 
reaching emancipation than had been originally planned. But it would be very 
difficult to say the same of the black-earth region. That the competition of the 
virgin southern steppes began to be felt in central black-earth areas is true, 
but the extent of this pressure should not be exaggerated. As long as the rail- 
road network remained so small, the region’s markets in the north were rather 
effectively protected by the high cost of transportation. There is little evidence 
for any decline of agriculture in that region. Thus, to speak blandly of a 
“general crisis” is rather misleading. On the other hand, from the end of the 
forties the rapidly growing exports of Russian grain undoubtedly strengthened 
agriculture as a whole, and while the slow development of railroads prevented 
full utilization of export possibilities, there was little indication that by the 
mid-decades of the century serfdom agriculture had already become incom- 
patible with increasing sales on wide markets.1* Nor is there sufficient evidence 
that at that time use of free labor was necessarily more profitable than that of 
serf labor in central black-earth regions.1* The primary force leading to the 
emancipation was rather that the Crimean War demonstrated clearly the in- 


13 Cf, Peter Struve, Krepostnoye khozyaystvo, lzsledovaniye po ekonomicheskoy 
istorii Rossii v XVIII i XIX vekakh [Serfdom Economy, Inquiry into the 
Economic History of Russia in the 18th and 19th Centuries] (Moscow, 1913), 
P. 159. 

14 Cf. Struve, pp. 103-12. 
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compatibility of serfdom with the maintenance of Russia’s military position, 
thus providing a traditional impetus for economic change in the country. In 
addition, peasant discontent threatened rebellion, jeopardizing the internal power 
of the government. The causes for the emancipation lay not within but rather 
outside agriculture, and it was much more a crisis of the Russian state than one 
of the serfdom economy. But here, as several times earlier, Lyashchenko shows 
some reluctance to admit that political forces rather than endogenous economic 
development were responsible for great economic transformations. 

Perhaps for similar reasons, Lyashchenko tends to go too far in assessing the 
direct effects of the emancipation upon the subsequent industrial development. 
His computations yielding a figure of four million persons available for in- 
dustrial occupations as a result of the reform itself is undoubtedly greatly exag- 
gerated. It includes a substantial number of persons already engaged in indus- 
trial pursuits and also persons who were to become agricultural rather than 
industrial laborers (II, 24 ff.). On the other hand, Lyashchenko hardly men- 
tions at all the great restrictions upon the formation of a permanent industrial 
labor force which were inherent in the technique of the emancipation, that is, 
in the fact that, through the reform and the subsequent legislation, the peasants 
were placed within the reinforced trammels of the village commune and that 
a powerful impediment was erected thereby against permanent migration of 
labor to the cities. All Lyashchenko does is to refer in a dependent clause (II, 
26) to certain “artificial conditions” that prevented the efflux of labor without 
explaining at all what those conditions were. 

This failure to point up a fundamental element in the post-reform situation 
is probably connected with Lyashchenko’s basic tendency to disregard the signif- 
icance of the village commune. After having treated the commune in the earliest 
periods of Russian history he allows it to disappear completely from his pages 
until, after a gap of several centuries, a brief remark occurs to the effect that 
with the intensification of serfdom relations the repartitional commune revived 
and developed in the nineteenth century (I, 503)—not a word is said on the 
connection between the commune and the poll tax introducted by Peter the 
Great—thereupon the subject is dropped again to be mentioned only in passing 
in connection with the effects of the commune upon agricultural output in the 
post-reform years. As a result, the reader is quite unable fully to understand 
the import of the belated relaxation of the commune restrictions culminating 
in the reforms carried out by Stolypin after the 1905 revolution. The techniques 
of those reforms are described, but their meaning and their potential significance 
for the country’s economic development remain quite blurred (II, 261 ff.). 

All this tends to create the impression that the emancipation in itself was 
sufficient to unleash considerable and sustained industrial development. This 
impression is strengthened by Lyashchenko’s discussion of the problem of capital 
supplies. The introductory chapter to the second volume contains an interesting 
statement on the various sources of preindustrial (“original”) accumulation of 
capital in Russia (II, 7-17) which leads to the conclusion that the paucity of 
such original accumulations required large imports of foreign capital (and 
it might be added that there is no attempt on Lyashchenko’s part to underrate 
the role of foreign capital in the process of Russian industrialization). The con- 
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cept of “original accumulation of capital” is rather dogmatically accepted and 
it is not explained at all that the concept makes sense only on the assumption 
of discontinuities in industrialization processes, although the sudden break 
occasioned by the abolition of serfdom in Russia might have been used to 
provide special justification for the use of the concept. The important point, 
however, is that it is in this connection that Lyashchenko might have men- 
tioned the role of the Russian state upon which, in conditions of Russian eco- 
nomic backwardness, devolved the task of compensating for the lack of existing 
claims on income and wealth, in the hands of persons willing to use them for 
investment purposes, by channeling through the means of taxation much larger 
portions of national income into investment than otherwise would have been 
made available. 

That Lyashchenko does not see the connection detracts from his—in many 
respects very excellent—description of the industrial development following the 
reforms of the sixties. Although in the important chapters dealing with the 
subject “The Industrial Upswing of the Nineties” and “State Economy and 
Economic Policy,” (II, 147-217), the basic facts regarding the government’s 
policies of industrialization are fully detailed, the tendency remains to explain 
the industrialization of the nineties as a phase in the cycle. Thus, the crucial 
fact is obscured that even after the Reform rapid industrial growth was premised 
upon sustained intervention of the government. Lyashchenko does criticize the 
policy of low tariffs pursued by the government in the first two decades fol- 
lowing the emancipation. But this misses the real point. In the panoply of the 
governmental measures of the nineties the high protective tariff played a rela- 
tively subordinate, and in some of its portions even a negative, role, as far as 
industrial development was concerned. 

Because he has not properly emphasized the essential connection between 
government policies and industrialization in the nineties, Lyashchenko finds it 
difficult to appreciate the importance of the government’s retreat from industrial 
promotion in the period between the 1905 revolution and the outbreak of the 
First World War: the economic progress born out of the policies of the nineties 
had been so great that in the years 1907-1914 a high rate of industrial growth 
could be maintained despite the greatly diminished scope of governmental par- 
ticipation in the economy. 

For the same reason, Lyashchenko fails to appreciate the importance of 
concomitant developments in Russian banking, although he presents a good 
deal of pertinent material on the subject (II, 346 ff.). What escapes him is that, as 
the government retreated, the banks began to take over some of the functions 
previously performed by the government. This involved the extension of banking 
operations from the mere provision of working capital to that of long-term in- 
dustrial capital. As the backwardness of the economy diminished, adoption of a 
banking system shaped upon the German model of “universal banks” became 
possible. Lyashchenko, starting as he does from the preconceived view that 
capitalist industrial development leads everywhere to the domination of “indus- 
trial capital” by “financial capital,” believes that the English “Investment Trusts” 
and “Financial Companies” provided “the most consummate form” (II, 365) of 
this connection and does not realize at all that the ascendancy of banks over 
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industry is essentially a result of certain phases of economic backwardness, that 
such ascendancy was negligible in the advanced English economy, that it was 
particularly developed in more backward Germany, and that industry in the 
latter country began to liberate itself from this system at just about the time that 
Russian industry became mature enough for its adoption. 

Lyashchenko’s tendency to overemphasize the effects of the emergence of cartels 
in Russian industry after the turn of the century may stem from similar pre- 
conceived ideas. The pertinent chapters contain some original research on the 
subject and, in general, make very worth-while reading. But the author’s charges 
that these organizations had considerable restrictive effects on output of basic 
industries (particularly coal and iron) and thereby retarded the rate of industrial 
development of the country have a very slender basis in fact. The very rapid 
growth of coal and iron output between 1900 and 1913 belies the author’s thesis; 
in addition, prices of coal did not rise any faster than the general price index, 
while prices of iron and iron products fell over the period, some of them very 
considerably indeed. This emerges clearly also from the very useful statistical 
appendix which Lyashchenko included in the second volume of his work (II, 
410-15). This, incidentally, is not the only example of discrepancies between 
statements in the text and statistical tabulations. On the whole, statistical materials 
have been rather imperfectly incorporated; as a rule, Lyashchenko does not 
bother to enlighten the reader about the comparability of his statistical series 
and the degree of reliability that attaches to them. 

To conclude: Lyashchenko’s is not an easy book to read. A superficial perusal 
will perforce confuse the reader. Lip service to accepted formulas must be 
separated from the author’s own views, and among the latter dogmatic ideas time 
and again succeed in stifling the guarded reasonableness of the author’s general 
approach. But a reader who has succeeded in working his way through the maze 
of largely verbal contradictions and inconsistencies will be well rewarded. He 
will find in the book a great deal of valuable empirical material which, on the 
whole, is well organized, and he will be able, despite all imperfections and pre- 
conceptions, to follow the long-range drift of Russia’s economic development, to 
form an idea of important uniformities in that development, and to compare 
it with the more familiar patterns of Western Europe and with the economic 
evolution under the Soviets. 

A brief postscript on the English translation may be in order. Translation of a 
voluminous work of this kind, replete with rather complicated technical terms, 
is, of course, a very considerable enterprise. Mr. Herman must be commended for 
rendering Lyashchenko’s book into a very readable and lucid English. At the 
same time it is perhaps unfortunate that a number of inconsistencies, slips, and 
awkward renditions were not caught prior to letting the manuscript go to press.!® 


15 To give a few examples: It would have been better to avoid the inconsistency 
of translating “vykupnyye platezhi” as “ransom payments” in some passages, and 
as “manumission payments” or as “redemption payments” in others. The last 
rendition is probably much more acceptable than the others and ought to have 
been used throughout. As it is, the reader has no way of knowing that all these 
terms mean one and the same thing. It is unidiomatic to use “correlation” instead 
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It would be altogether unfair to hold these shortcomings against the translator 
alone or even to regard him as chiefly responsible for them. Mr. Herman has given 
throughout the book enough evidence of his general competence as a translator. 
He has done a fine job. What the English edition lacks is proper editorial super- 
vision. Such a supervision would have removed the inconsistencies and eliminated 
the errors. It would have done away with some inevitable /apsus calami (such as 
“forbidden days” instead of “forbidden years” on p. 196). A competent editor 
would have eliminated many a mutilated transliteration of Russian terms (such 
as “kabal” instead of “kabala” or “pozhiloy” instead of “pozhiloye”). The lack 
of editorial attention is also reflected in the absence of a glossary of Russian terms 
and of a table showing conversions of Russian weights and measures into Ameri- 
can equivalents. As it is, it is somewhat difficult to assign portions of the book 
as course readings, because the reader will find time and again numerous trans- 
literations, which may or may not have been translated or explained elsewhere in 
the book and he may or may not be successful in hunting down such a translation 
by a cumbersome journey through the index. 

Should a second edition of the book become necessary, it is to be hoped that 
a thorough-going editorial revision will liberate it from such deficiencies. 


ALEXANDER GERSCHENKRON, Harvard University 


of “rate of exchange” (II, 562) or “trade turnover” instead of “trade” or “volume 
of trade” (I, 264). Some historical terms have been misunderstood. “Khamovny” 
does not mean “common” (I, 290); it is the archaic adjective for “pertaining to 
weaving.” The important term “tyaglo,” the translation of which is admittedly 
difficult and must vary with the context, has been incorrectly rendered in spots. 
Thus the phrase “vozvratit’ v tyaglo” (p. 208) should not have been translated by 
“to return to the household”; the phrase there means “to return [a person] to tax 
paying status.” The terms “zakladchiki,” “dvorniki,” and “zakhrebetniki” have 
been translated respectively as “pawnshop keepers,” “janitors,” and “porters” (I, 
207). This is wrong. These terms were essentially not occupational, but referred 
to personal relationships to third persons which tended to make the subjects 
exempt from “tax paying status.” Curiously enough, the cognate term “zaklad- 
nichestvo” appears awkwardly, but meaningfully translated as “personal mort- 
gaging” on the very next page. 





The Early Economic History of China 


China offers a double attraction to the student of economic history. It affords 
in the first place relatively abundant records that enable us to trace an economic 
evolution over a two-thousand-year period: from a stage of largely self-sufficient 
local units contemporaneous with the Roman republic to a nationally integrated 
economy in the thirteenth century and later, characterized by a fairly advanced 
system of currency, regional specialization, and internal and foreign trade in 
common commodities. In the second place, China has left the record of many 
and varied experiments in governmental economic controls, at all stages of her 
evolution. 

The economic aspect has been relatively neglected by Western scholars specializ- 
ing on China, and until recently the general economic historian has had to rely 
on materials gathered haphazardly. Valuable pioneering work has, however, been 
done on certain periods. The archaistic economic experiments of Wang Mang in 
the first century of our era have attracted much attention.! L. S. Yang has 
surveyed the third and fourth centuries a.p., with their interesting trends toward 


feudalism.2 Etienne Baldzs has pictured broadly the beginnings of a commercial 
revolution in the seventh to ninth centuries.* K. A. Wittfogel and Feng Chia- 
sheng have given us valuable economic information in their study, of the partly 
Chinese culture that grew on the northern frontier in the tenth and eleventh 
centuries. (History of Chinese Society: Liao |907-1125].) Herbert Franke has 
provided a study of Chinese economy under the Mongols.* 


1 Hu Shih, “Wang Mang, The Socialist Emperor of Nineteen Centuries Ago,” 
Journal of the Royal Asiatic Society, North China Branch, LIX (1928), 218-30. 

H. O. H. Stange, Leben, Persohnlichkeit, und Werk Wang Mangs (Berlin, 
1934). 

H. H. Dubs, “Wang Mang and His Economic Reforms,” T’oung Pao, XXXV 
(1940), 219-65. 

C. B. Sargent, Wang Mang, A Translation of the Official Account of His Rise to 
Power as Given in the History of the Former Han Dynasty (Shanghai, 1949). 

*L. S. Yang, “Notes on the Economic History of the Chin Dynasty,” Harvard 
Journal of Asiatic Studies, 1X, No. 2 (June, 1946), 107-85. 

3 Etienne Balazs, “Beitrige zur Wirtschaftsgeschichte der T’ang-Zeit (618- 
906),” Mitteilungen des Seminars fiir Orientalische Sprachen zu Berlin, XXXIV 
(1931), 1-92; XXXV (1932), 1-73; XXXVI (1933), 1-62. 

4K. A. Wittfogel and Feng Chia-sheng, with the assistance of John De Francis, 
E. S. Goldfrank, Lea Kisselgoff, and K. H. Menges, History of Chinese Society, 
Liao (907-1125) (Philadelphia: American Philosophical Society, 1949). Herbert 
Franke, Geld und Wirtschaft in China unter der Mongolen-Herrschaft (Leipzig: 
Otto Harrassowitz, 1949). [These books are reviewed in the winter 1952 issue of 
THE JouRNAL oF Economic History—Editors. | 
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Nancy Lee Swann now gives us the first general study devoted to the economy 
of the second and first centuries s.c.> This period is one of special importance 
for Chinese economic history: It is the earliest time for which a considerable bulk 
of economic data is available, and we can establish there a bench mark for the 
surveying of China’s economic evolution thereafter. Miss Swann’s book is not so 
much an analytical study of the economy of the period she treats, the western Han 
dynasty, as a critical presentation of the principal source materials relating to the 
subject, in the form of annotated translations with more detailed studies of certain 
special phases. Since the sources translated devote over a fifth of their space to 
Chinese economy from the legendary period down to the end of the third century 
B.c., the book affords valuable materials for the study of China’s earlier economic 
history as well. 

With the appearance of Miss Swann’s work, the foundation is prepared for an 
effort to interpret the general nature of western Han economic institutions and 
the significance of the phenomena they present, from the point of view of the 
Occidental historian. To aid in this task, other scholars have already translated 
important segments of the sources, complementing those presented in the present 
work. E. M. Gale has translated the records left to us concerning a controversy 
over governmental control of trade and commodities.6 C. M. Wilbur has trans- 
lated and analyzed extensive materials on ancient slavery.’ R. C. Blue has trans- 
lated passages in which early historians evaluate the economic trends of their 
times.8 Edouard Chavannes has translated the treatises on commerce and water 
control in the Shzh Chi®, and economic materials are scattered in his translation 
of the imperial annals of that work, a basic source for the western Han. Economic 
materials are also scattered in the translation by H. H. Dubs of the imperial 
annals of the Han Shu, the other basic source for this period.!° It has remained 
for Miss Swann to translate the economic treatises of the Han Shu, more compre- 
hensive than those of the Shzh Chi, and certain other pertinent passages from 
the Han Shu and Shih Chi. While still more can no doubt be gleaned from 
biographies and various miscellaneous sources, we can be confident that the 


5 Nancy Lee Swann, translator and annotator, Food and Money in Ancient 
China: The Earliest Economic History of China to A.D. 25, Han Shu 24, With 
Related Texts, Han Shu 91 and Shih-chi 129 (Princeton: Princeton University 
Press, 1950), pp. xiii + 482. 

SE. M. Gale, Discourses on Salt and Iron (Leiden, 1931). Continued by Gale, 
Lin, and Boodberg in Journal of the Royal Asiatic Society, North China Branch, 
LXV (1934), 73-110. 

5 M. Wilbur, Slavery in China During the Former Han Dynasty (Chicago, 
1943). 

SR. C. Blue, “The Argumentation of the Shih-huo Chih,” Harvard Journal 
of Asiatic Studies, XI, Nos. 1 and 2 (June, 1948), 1-118. 

®Edouard Chavannes, Les Mémoires Historiques de Se-ma Ts’ien, 5 vols. 
(Paris, 1895-1905). 

10H. H. Dubs, The History of the Former Han Dynasty by Pan Ku, 2 vols. 
(Baltimore, 1938 and 1944). 
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major economic source materials of the period are now available to the Occidental 
reader. 

The original organization of the Han Shu economic materials makes their use 
rather difficult for the modern reader not thoroughly familiar with their contents. 
Miss Swann has greatly eased the task by outlining in a chronological table the 
contents of the two principal sections translated, and by presenting a structural 
analysis of these and of the related treatise on geography. She has further come to 
our aid with commentaries and appendixes which serve a triple purpose. They 
supply background information necessary to the understanding of the texts, carry 
further the explanations of the text that are incorporated in the translation and 
footnotes, and discuss certain points of special difficulty. 

The constructions and explanations to be found in the translations and else- 
where reflect Miss Swann’s long and painstaking research on the texts. At home 
in the literature of this period (having previously published the biography of 
Pan Chao, a famous literary woman of a few years later), she has drawn widely 
on Han sources other than those here translated, as well as on Chinese and 
Western monographic studies. She has made use of at least five variant editions 
of the Han Shu, including those generally accepted as standard. Great care has 
been shown in parenthesizing the translator’s explanatory additions, and footnot- 
ing points of doubt. Chinese, however, is often indefinite on points of some 
consequence, even more than most other languages. It may matter whether we 
read “many” starved to death, or “the greater part” did so, but it is not possible 
to annotate every such ambiguity in the text (cf., p. 197). Before relying too 
heavily on a translation, one who wishes to base conclusions on it needs to test 
the solidity of the underlying Chinese. Miss Swann has greatly facilitated this 
step by reproducing the complete Chinese texts of the Han Shz treatises and of 
one of the Shih Chi treatises, to which the translations have been keyed. It is 
inevitable that in a pioneer work such as this, some of the translations and 
constructions will be questioned. A number of such controversial points have 
been discussed in a review of this book by J. J. L. Duyvendak and in a review 
article by L. S. Yang." 

In addition to the features already mentioned, the book includes eleven excellent 
plates and three maps that help throw light from archaeological discovery on 
economic activities of the time. A table of parallel passages in the Han Shu and 
Shih Chi economic treatises is extremely useful. There is also a list of the Chinese 
characters for expressions referred to but not found in the texts reproduced. 
A long list of abbreviations and titles serves as a bibliography. While this list 
gives very little discussion of the sources, it is cross-indexed and identifies editions 
used and makes a useful checklist of literature bearing on the western Han 
economy. The general index is full and makes available much information on 
noneconomic subjects. While it is at first a little baffling to find one’s way among 





11], J. L. Duyvendak, Review of Food and Money in Ancient China, T’oung 
Pao, XL, Livr. 1-3 (1950), 210-16. 

L. S. Yang, “Notes on Dr. Swann’s Food and Money in Ancient China,” 
Harvard Journal of Asiatic Studies, XII, Nos. 3 and 4 (December, 1950), 524-57: 





Early Economic History of China 163 





these many elements, the explorer will be increasingly impressed by the number 
of ways in which this book can be of service for both economic and noneconomic 
research on the period. The use of the volume has been made easier and pleasanter 
by the clear and handsome type and attractive format in which the publisher has 
presented it. 

E. A. Krackg, Jr., University of Chicago 
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INDUSTRY 


Ships for Victory, A History of Shipbuilding under the U. S. Maritime Com- 
mission in World War II. By Frederic C. Lane. Baltimore: The Johns Hopkins 
Pres, 1951. Pp. xxii, 881. $12.50. 


It is unusual to find an historian as versatile as Frederic C. Lane. He is the 
only one who has studied both the Venetian ships and shipbuilders of the Renais- 
sance, and American ships and shipbuilders of World War II. There are many 
interesting comparisons which perhaps Mr. Lane may sometime supply. In this 
modern and torpedo-strewn field of war history he has conducted himself with the 
same clarity and good judgment that he has shown in dealing with his accustomed 
area of interest. This latest volume is a thoroughly good study that will be of 
major interest to historians of the war and of shipbuilding, to students of business 
and public administration, to economists, and to the shipbuilders and shipyard 
workers of the nation. 

This study is one of the war histories started at the initiative of President Roose- 
velt. For fifteen months it was carried forward as an official project with the 
aid of a small staff. Complete freedom of expression was promised and maintained. 
With half of the work done, changes in the Maritime Commission led to a 
termination of financial support, but the project was continued by means of aid 
from Johns Hopkins and the Rockefeller Foundation. Anyone who has seen the 
tons of files, the duplications of correspondence, the jealousies and rivalries of 
divisions and agencies, and the pervasive fear in agencies of unfortunate political 
repercussions will appreciate how much Mr. Lane has accomplished. The story 
has been covered with fairness, adequate spread of subject matter, and suitable 
detail. 

The author begins by tracing the evolution of the emergency shipbuilding 
programs and the various problems which presented themselves. Although this 
story is well done, it is not the most interesting part. He then deals with the 
major problems encountered during the war, namely, excess capacity and the 
cancellation of the Higgins contract; speed of production; building the labor 
force; collective bargaining, strikes, and loafing; the battle with other claimants 
for steel; priorities, schedules, and material inventories; small business and the 
supply of components; and the problem of wage stabilization, morale, and living 
conditions. He also deals with the crucial problems of management freedom and 
control, with the necessity of removing incompetent management at several 
problem yards (notably Portland, Maine), with the serious cracking of ship hulls, 
with the struggles over the Victory ship design, and with the man-power 
difficulties. Finally, and not least, he discusses the internal administration of the 
Commission, and the very thorny subject of the flow of money and the $14 
billion cost. This topical spread is well rounded, and it adequately covers the 
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shipbuilding effort as seen and administered by Admirals E. S. Land and Howard 
L. Vickery and the other commissioners. 

Mr. Lane does not deal with any completeness with the development of the 
shipyards and of the shipbuilding business generally, though much comment is 
made in passing. Such was not his assignment. Neither does he handle the 
operation of the nation’s fleet by the sister agency, the War Shipping Administra- 
tion, and by its general agents. He has, therefore, not produced a general history 
of wartime shipping, but rather one uniquely focused on the administration of 
shipbuilding by Washington. 

Students of the administration of the government’s business, especially in war- 
time, will find here a wealth of illuminating case material. Mr. Lane sees very 
clearly the primary policy problems of the Commission and analyzes in detail the 
various factors governing the making of policy in each case. In this respect, the 
work is superior to nearly all the war-administrative histories seen by this 
reviewer. 

In short, Mr. Lane has written much more than another history of a war 
agency. He has written a lively, well-balanced, and thoughtful analysis that 
should be widely studied and useful for many purposes. 

Joun G. B. Hutcuins, Cornell University 


The Decline of Laissez Faire, 1897-1917. By Harold U. Faulkner. [Vol. VII of 
the Economic History of the United States.| New York: Rinehart, 1951. Pp. 
xiv, 433. $6.00. 


Harold U. Faulkner, like a lot of the rest of us, is weary of grandiose uses of 
the word, “laissez faire.’ American economic groups, he declares bluntly, have 
never wanted laissez faire “when anything could be gained by government 
action; they extolled the theory only when they wanted to be let alone.” Conversely, 
the revolt against governmental inactivity in the early twentieth century was 
hardly an uprising of outraged ideologies. “Generally speaking, the masses 
brought no pressure on government to restrict or supervise the operation of 
private business until the conduct of such business became obviously disastrous or 
dangerous to the public welfare” (pp. 366-67). 

Mr. Faulkner is equally emphatic in assessing the progressive legislation that 
marked the decline of laissez faire. Much of this legislation, he points out, was 
passed with the specific intention of restoring free competition; as such it was a 
form of nostalgia and “certainly” did not succeed (p. 367). His general verdict 
is more favorable: If the legislation was often too little and too late in correcting 
abuses, better little and late than none and never. 

Within the framework of these interpretations, Faulkner has written a skillfully 
balanced description of the major moves, in all important phases of American 
economic life, by which governmental action from 1897 to 1917 steadily cut down 
the area of free enterprise. His use of the existing monographic literature is 
thorough and sure; his method of presentation, clear and shot through with an 
appreciation of the fact that economic history is the story of human beings. 
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Students in the field will probably find most useful his syntheses of the main 
trends of external and internal migration and of the developments affecting farm 
technology and holdings. The treatments of economic imperialism and of the 
status of the workers are least rewarding because they stay most on the surface. 
The chief question raised by The Decline of Laissez Faire is one of focus. Like 
much of the economic history that has been written of this period, the book ends 
up as an economic explanation of political progressivism. This may be the basic 
story and the one most appropriate under the name, “economic history,” but it is 
not necessarily either one. Economic history of the period, 1897-1917, could also 
mean a discussion of those changes in technology, business methods, and the 
relationship of business to the general public that explain how the America of 
the 18g0’s, showing enormous differences in income and in opportunities, divided 
by class hatreds that rivaled the situation of Europe, led by businessmen who were 
ready to say, “The public be damned,” and workers and farmers who equated 
Wall Street with Sodom, was being transformed into the relatively leveled, 
“un-classphobic” society that emerged in the decades after World War I. In 
such an approach, Theodore Roosevelt probably becomes a footnote to the grimy 
beginnings of mass production, and Wilson’s cathedral summonings, a background 
to the workaday rhetoric of the National Civic Federation. The suggestion, of 
course, amounts to asking for a different book, but perhaps this is the direction 
“economic history” should begin exploring. Certainly, after this excellent volume, 
no further economic account of 1897-1917 as the decline of laissez faire is needed. 
. , Eric F. GotpMan, Princeton University 





Industrialization and Labor: Social Aspects of Economic Development. By Wilbert 
E. Moore. Ithaca and New York: Cornell University Press, 1951. Pp. xiii, 
410. $5.00. 


Human resources in underdeveloped countries are notably specific to given 
ways of life. What are the forces that maintain this characteristic immobility? 
What, on the other hand, are the forces that overcome resistance to mobility, and 
that bring about a shift of labor to new occupations, especially to those of an 
industrial nature? These two related questions make up the central problem to 
which Wilbert E. Moore has addressed himself in an extensive study, the results 
of which are now brought together in book form. , 

Mr. Moore has carried out his investigation on three distinctive but comple- 
mentary levels, and the book is organized accordingly. First, he has analyzed a 
large body of evidence concerning native attitudes toward employment in 
modernized economic activity. Second, he has examined some aspects of economic 
and sociological theory, to get assistance in evaluating the primary evidence. Third, 
he has made a case study of labor mobility in a small region in Mexico where 
comparative evidence could be obtained by field surveys. 

The strength of the volume is found in the first and third sections. The second 
section, styled “theoretical implications,” is much less important. Here Moore 
traces the currents of thought that lead to two divergent viewpoints regarding 
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economic behavior—one stressing the universality of human nature, the other 
emphasizing cultural differences. Like any reasonable, informed person, he finds 
elements of truth in both points of view. It is wholly appropriate for him to 
make clear his intermediate position, but it is hardly necessary in this work for 
him to trace the development of each body of thought. The two chapters in 
which he does so seem out of proportion to the volume as a whole. 

In the first section of the volume, Moore devotes five chapters to the results 
of his survey of literature dealing with attitudes of native labor toward factory 
work and other kinds of employment in modernized economic activity. His 
survey has been most comprehensive in scope. Evidence from underdeveloped 
countries in all parts of the world has been examined carefully and classified 
systematically under four main headings: (a) barriers to taking industrial employ- 
ment; (4) “push” forces which overcome such barriers; (c) “pull” factors of a 
positive, attractive character; (d) morale and efficiency among industrial workers 
newly recruited from traditional ways of living. 

The task of compiling and analyzing this comparative evidence of world-wide 
scope is a formidable one, and Moore is to be congratulated for his pioneering 
work in this field. His numerous references, as well as his analysis, will make 
this book a starting point for further research along such lines for many years to 
come. He is cautious and restrained in drawing inferences from the evidence at 
his disposal. No one can find fault with this quality, although some might wish 
for a more positive way of expressing conclusions, restrained though they may be. 
I do believe, however, that the formal, taxonomic character of his approach is 
unfortunate. His methodological preferences lead him to break down every 
general idea into a number of subdivisions, and to examine each subdivision in 
its own compartment. He consciously avoids analyzing pros and cons at the same 
time in order to arrive at a “net” result. 

Thus, for example, he breaks down his category of “push” factors into a 
number of subclasses—population pressure, loss of handicraft markets, decline 
of opportunities to make a livelihood in trade, direct coercion, excessive tax 
burdens, avoidance of military draft, evasion of religious controls, and evasion of 
kinship obligations. Each is treated as if it were equally important with the others, 
and it is not until the final chapter of the book that the reader gets some idea 
about which factors Moore considers the more significant ones—and even then 
the reader has to do it partly by way of subtraction. I am confident that less 
preoccupation with classification would have sharpened impressions without 
sacrificing scientific accuracy. 

In the last section of the work he presents his case study of a region in central 
Mexico where varying factory as well as village conditions were found. Sample 
factories and villages were selected for class investigation by questionnaire and 
interview methods. The results, which make up a valuable complement to the 
comparative analysis of data from the underdeveloped world as a whole, are 
extremely interesting. Among the inferences drawn from the Mexican material, 
two are especially worth calling attention to: (a) Poverty and inadequate op- 
portunities in village life appear to be the most important factors inducing a 
shift to industrial employment; (4) adjustment to new living and working 
conditions has been greatly facilitated by trade-union activities. 
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With respect to this question of easing the transition to industrial work, 
Moore’s analysis of the role of the family and family industry in Japan is very 
suggestive. In this regard, as in others, the Japanese experience in industrialization 
appears to have substantial “model” value for underdeveloped countries. Every 
reader will find a number of suggestive ideas of similar nature to advance his 
understanding of the problems of underdeveloped areas. Even those who might 
be somewhat disappointed in Moore’s method of handling the synthetic portions 
of his work will find it profitable to read the book with care, and will, I am 
sure, feel grateful to the author for breaking new ground on such a large scale. 

Sanrorp A. Mosk, University of California, Berkeley 





The California Wine Industry, 1830-1895: A Study of the Formative Years. By 
Vincent P. Carosso. Berkeley, Calif.: University of California Press, 1951. Pp. ix, 


241. $3.75. 


Some students of the American economy are frankly infatuated with the so- 
called “basic” industries. To these, I am sure, Carosso’s treatise on the California 
wine industry will appear to be a frivolous exercise. My own feeling is that efforts 
to understand methods and motivations of the American entrepreneur may be 
expended profitably in any corner of the economic universe. The wine-industry 
study should not be dismissed by non-Californians as of small consequence. 
Native sons and native scholars know, of course, what Carosso quickly makes 
clear—that the California wine industry was no small shakes in the West Coast 
economy, and had national and international repercussions. 

For the economic historian—whatever his specific topical or geographical or 
chronological specialty may be—Carosso’s book has something very much 
worthwhile. This is a rather graphic picture of collective industry action. Here 
we are shown the generating forces that brought competing units together in 
joint enterprises for the common good. The book represents, in fact, not so much 
the history of the California wine industry as the history of those groups and 
associations which were formed to cure the industry’s many and serious ailments. 

There is enough else so that the study can serve as a succinct handbook to 
those who are only casually interested in the subject. The reader who craves 
detailed knowledge on a broad plane will be disappointed, for this need Carosso 
does not serve and probably did not intend to serve in the limited space (168 text 
pages) to which he confines his efforts. 

Grorce Sweet Giss, New York 


The Development of American Industries. 34. Ed. John George Glover and 
William Bouck Cornell, Eds. New York: Prentice-Hall, Inc., 1951. Pp. xxvii, 
1,121. $8.00. 


The title promises rather more than this well-known book actually furnishes. 
This is not astonishing as the three new chapters added to the third edition bring 
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the total number of industries (including labor) to forty-one, which are treated 
within 1,073 pages. Thus, with the exception of the early textile industry, the 
organization of each chapter generally includes a brief historical summary 
followed by a more extensive treatment of the industry’s development over the 
past few decades. As might be expected from authors who are either industrialists 
or trade-association representatives, the treatment is generally more descriptive 
than analytical and more laudatory than critical. The chief value of the book, 
therefore, comes from the emphasis put on the highlights of industrial develop- 
ment, especially since World War I, and the inclusion of the latest available 
production, financial, and other data. 

Harotp F. Wituramson, Northwestern University 


A History of the Hemp Industry in Kentucky. By James F. Hopkins. Lexington, 
Ky.: University Press, 1951. Pp. viii, 240, map, illus. $4.00. 


With the advice of Charles S. Sydnor, James F. Hopkins studied for the 
doctorate at Duke University a subject suggested by Thomas D. Clark: the 
history of the hemp industry in Kentucky. Unfortunately, Mr. Hopkins remained 
too much the old-fashioned state and local historian to deal with this as a task 
of economic history as effectively as he should. Although there is material for 
an economic frame of reference, he failed to make comprehensive and well- 
ordered use of it. For local materials he confined himself too rigidly to those 
of Kentucky origin. He devoted appropriate attention to sources known and 
easily accessible but did not even within Kentucky make that exhaustive inquiry 
and search for the unknown which advanced scholars expect. Although much 
quantitative material appears in the text, the book contains no tables and graphs 
of statistics. The one map, of the chief and the secondary hemp-producing 
counties in Kentucky, is undated. Wider contacts and greater range and wealth 
of material might have improved and enriched the work. Yet readers and 
students may well be thankful to Dr. Hopkins for what he has done—for his 
exploitation of certain collections of manuscript records and papers (the state 
archives are not mentioned!), printed documents, newspapers, periodicals, bul- 
letins, and pamphlets; for descriptions and pictures of the Kentucky hemp farm, 
its management and sale of crop; for historical tracing of the manufacture and 
marketing of hemp products, during periods of tariff protection, especially to 
unwilling customers in the South, who by invention and resort to substitutes 
gradually escaped; and most of all for the many evidences of Henry Clay’s 
personal participation in the industry. Chapter V, on the failure of production 
of hemp for marine use, even at the specially established Memphis Navy Yard, 
is a distinct contribution. 

Tuomas P. Martin, Indiana University 
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THE INSTITUTIONS OF CAPITALISM 


The Molding of American Banking, Men and Ideas. Part Il, 1840-1910. By Fritz 
Redlich. New York: Hafner Publishing Company, 1951. Pp. 517. $6.00. 


There is a real danger that Fritz Redlich’s work on American banking will 
escape the attention it deserves. For one thing the two volumes, of which the 
second is here under review, are in lithoprint and do not have behind them 
the promotional pressures of an outstanding commercial publisher or a university 
press. For another, Redlich’s scholarly career in America has not conformed to 
the routine of an undergraduate college, graduate school, and a series of con- 
ventional employments, a routine which accumulates with good luck sponsors 
and friends to acclaim one’s published work. Perhaps also Redlich’s intent and 
accomplishment do not fall within conventional patterns. His two volumes can- 
not be used as a textbook. On the other hand the detailed treatment of some 
areas, the diminutive attention accorded others—the Southern Plantation Banks, 
for instance—and the extensive reliance upon secondary sources remove the work 
from the list of specialized monographs. Indeed, a superficial glance may leave 
the impression that here is simply a capricious approach to the subject. Actually, 
if the reader will take the pains to appreciate the author’s intent, he will find 
these volumes carefully planned and systematically executed. 

Their subtitle, “Men and Ideas,” is the key. For Redlich is concerned with the 
purposes which individuals wished banking and its instruments to serve, with 
their grasp of what banking could do, and with their ingenuity in modifying its 
details or introducing innovations, and with the incessant evolution of the whole 
structure. Although he subdivides into periods the one hundred and thirty years 
with which he nominally deals, a topical approach to the subject finally triumphs. 
Thus the first volume was notable for its discussion of central banking and 
Nicholas Biddle. The outstanding features of the second are its chapters on private 
banking, clearing houses, and investment banking. For these latter areas his 
treatment covers a wider chronology than the title page suggests—investment 
banking, for instance, is carried back into the eighteenth century. In short, to get 
the whole picture for any one period, it is necessary to consult both volumes. 

The merits of Redlich’s approach are so obvious it is strange that it has not 
been used on a similar scale earlier. Of recent works that of Cyril James on the 
Chicago banks comes closest to it. In the first place, Redlich’s discussion of 
origins, purpose, and practice makes banking operations understandable. 
Economic historians, who wouldn’t think of treating the Arkwright water frame 
or Bessemer converter without a description of how they work, have left matters 
of checks, reserves, and clearing-house certificates to stand by themselves—or fall, 
as they usually do. These books are a good way to learn the tricks of the trade. 
Since they impart a sense of changing institutions and processes, they do not leave 
the impression, derived from so many books on banking history, that some 
banking methods conform to the gospel and the rest are “fallacious and unsound.” 
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The advantage of the relative approach is nowhere more apparent than in the 
excellent chapter on Civil War banking and finance. 

Perhaps the greatest gain is one of humanness. Behind the Grecian porticos 
or Italianate facades of our banks, behind the “laws of banking,” Redlich knows 
there are men at work. Their ambitions, insights, and force generate the motive 
power of change. Incident to this fundamental emphasis, Redlich rescues from 
relative oblivion many a creative thinker or doer. It is safe to say that future 
historians of banking will have to add to their shopworn Pantheon of Morgan, 
Cooke, Biddle, and Baker the names of Isaac Bronson, Edmond J. Forstall, 
George S. Coe, and James B. Forgan. From his ample data on banking person- 
alities, Redlich has chosen not to draw a portrait of the composite banker. 
His material may well incite others to do so. 

With characteristic modesty Redlich does not claim that his approach to 
banking history is the only one or even that, working within his chosen frame- 
work, he has said the last word. Some of his chapters may well be definitive; 
others, which have not attained a similar level of abstraction or interpretation, 
are introductory in nature. But these variations in depth do not detract from 
the usefulness and originality of what he has done. It is an unusual work which 
combines these two qualities. 

Epwarp C. Kirk.anp, Bowdoin College 


Private Corporations and Their Control. By A. B. Levy. London: Routledge & 
Kegan Paul, Ltd., 1950. Vol. I, pp. x, 454, and Vol. II, pp. vi, 457-916. £3 tos. 
the set. 

Corporation, Trust and Company. By C. A. Cooke. Mass.: Harvard University 
Press, 1951. Pp. 206. $3.00. 


Recent literature, both popular and learned, is replete with discussions of 
business enterprise in which the vehemence of the argument often obscures the 
problem under discussion. It is therefore a pleasure to report on two books in 
which gentlemanly restraint is combined with scholarly objectivity. Mr. Levy 
has given us a clear and concise account of the development and present state 
of corporation law in Western Europe and America. While at times he becomes 
a special pleader, the greater part of the book is descriptive; herein lies its great 
strength. As might be expected, he is at his best in his discussion of German 
sources, and his account of the development of German corporation law between 
the two world wars is especially valuable. The discussion of English company 
law, while less revealing, is a good, up-to-date summary. His less systematic 
coverage of the codes of other European countries should also be of great value 
to Anglo-American readers, but his references to American law are less successful. 
In this study of such a semi-encyclopedic character, Mr. Levy has concentrated 
necessarily on detail. However, the scope of the book is such that many important 
details have been omitted. In some instances his omissions are deliberate, as his 
decision to leave out the law of foreign corporations, but such an omission leaves 
the whole structure of American corporation law up in the air. Other fields are 
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left out with hardly a reference, such as the law of corporate reorganization, the 
importance of equity in the development of English company law, and the giving 
of the protection of the fourteenth amendment to corporations. That is to say, 
while the book is predominantly legal in its emphasis, it is still no substitute for 
the standard manuals on corporation law and history on which the author draws 
heavily. ; 

This legal approach also leads Mr. Levy into what many students of corpora- 
tions will consider an unreal and anachronistic position. He says that “the main 
proposition of this book is that the position of the shareholder is still that of a 
member . . .” (p. 669). While this is undoubtedly the case at law, it is de- 
creasingly so in fact, as has been pointed out many times. Furthermore, it turns 
out that the control of corporations mentioned in the title is to be a control 
exercised by stockholders. While there are many areas in which increased stock- 
holder participation and responsibility are desirable, such a formula for control 
of the great business organizations of the mid-twentieth century raises more 
problems than it solves. 

Mr. Cooke’s book, Corporation, Trust and Company, is an illuminating essay 
on the history of the English law of large-scale business organizations up to the 
Companies Act of 1862. Unlike Mr. Levy, he makes no attempt to be either 
comprehensive or encyclopedic; rather it is a generalized analysis of the various 
elements which, through the centuries, have combined to make the modern 
English public company. The major contribution of the book is the documentation 
of Maitland’s thesis that the trust offered the English businessman a viable 
alternative to formal incorporation. He demonstrates that from the mid-eighteenth 
century to the mid-nineteenth it was the joint stock company formed under a 
trust indenture that carried the main burden of developing the structure of 
large-scale business organization. Indeed, he suggests that the great Victorian 
companies acts did little but formalize and “legalize” organizational principles 
which were already well established in equity (p. 187). 

In developing this theme, the author concentrates on “the financial entity of the 
business, a fund separate and distinct from that of its subscribers, linked with 
them only by debits and credits” (p. 185). Obviously common-law doctrines of 
trust are readily applicable to such a concept and were applied even earlier than 
Mr. Cooke suggests, for trust indentures were extensively used for business pur- 
poses during the boom of the 1690’s. However, there are two questions which 
should be raised concerning this general explanation of the development of 
English company law. First, from the historical point of view, the indebtedness 
for organizational ideas of the eighteenth-century company organized under an 
indenture to the earlier great chartered companies is not made entirely clear. 
It is a fair statement, I think, that the broad framework of the business com- 
pany in England was largely the work of the seventeenth century rather than 
the eighteenth (on this point see especially A. B. DuBois, English Business Com- 
pany after the Bubble Act, p. 207), and to a large extent this had been achieved 
by those working in chartered companies. A more fundamental question is 
concerned with the validity of centering the analysis of business companies on 
the financial unity of the business (for a systematic, if inconclusive, presentation 
of this idea, see A. A. Berle, “Theory of Enterprise Entity,” Columbia Law 
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Review, XLVII, 343). Close examination suggests that such a unity is nothing 
but a fiction, a creature of calculating machines and books of account. In a 
passage adjoining that which I have quoted above, Mr. Cooke indicates that 
the legal entity of the business, the corporate personality, as formulated by the 
lawyers, also played an important role in the history of English companies, as 
it undoubtedly did; but this is little more than combining one abstraction with 
another. Like most abstractions, whether theological or sociological, these two are 
convenient as intellectual currency but explain little. It is neither the capital nor 
the charter, the joint stock nor the articles of association which make the company 
function. Whereas a legal and financial structure is essential for a successful busi- 
ness enterprise, it is the people concerned, not the structure, which will make it or 
break it. The fiscal-legal category is hardly inclusive of human motives. 

What is a corporation and how does it function are large questions, questions 
which perhaps should not be raised and certainly cannot be answered in a review. 
However, as both of these books raise them, I would like to suggest that they 
are not questions for jurists and economists alone. The root problem is: Why 
do people collaborate, co-operate, form teams; and when the teams are formed, 
why do people stylize them, conventionalize them, legalize them? Within the 
limits of their objectives, both books contain valuable contributions, but the very 
limitations tend to distort the conclusions. 

Rotanp W. Boypen, Boston University 


Private Property: the History of an Idea. By Richard Schlatter. New Brunswick, 
N.J.: Rutgers University Press, 1951. Pp. 284. $2.50. 


Mr. Richard Schlatter has written a suggestive essay on one aspect of the 
history of private property. In some two hundred and eighty pages, he passes in re- 
view the major theories for the social justification of private property from Plato 
through the nineteenth century in Europe and America. This is certainly a very im- 
portant phase of the history of private property, but there is some doubt about the 
extent to which the various justifications of private property can be distinguished 
from the various functions assumed by property throughout the ages. In spite of the 
fact that Mr. Schlatter is far from unaware of the shifting nature of proprietary 
concepts, the prevailing idea of the book is that “property” expresses a timeless 
relationship between men and things. This view results fairly naturally from 
what is, in effect, the major theme of the book: an analysis of the ambiguities 
and inconsistencies of the “natural right” justification of property. The author 
is at his best in describing the dilemmas of the conservative theorists of the 
nineteenth century who tried to build the broad generalizations of Locke and 
Smith into a tight conceptual framework. However, the very concentration on 
this problem apparently has obscured the more fundamental one of the justifica- 
tion of proprietary rights as expressing a relationship between men and men 
rather than between men and things. Medieval terminology scarcely distinguished 
between ownership and lordship, and the dominant juristic view in the twentieth 
century is that property at bottom is a relationship between persons. Any such 
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analysis clouds the distinction between public and private property hallowed 
by the thinkers of ancient Greece and Victorian England—and it is none the 
worse for such heresy. To carry the analysis one step further, the justification of 
a system of property rights cannot properly be distinguished from a justification 
of the whole socioeconomic system in which they operate. Feudal property 
cannot be distinguished from feudalism or property in stocks and bonds from 
capitalism. Of course, to approach a history of property in these terms would 
result in a history of civilization; but, one may ask, is any other history of 
property possible? 

Rotanp W. Boypen, Boston University 


The Jews and Modern Capitalism. By Werner Sombart. Translated by M. 
Epstein. With an introduction to the American Edition by Bert F. Hoselitz. 
Glencoe, Ill.: Free Press, 1951. Pp. xlii, 402. $4.50. 


Werner Sombart’s The Jews and Modern Capitalism is an important work, not 
for the light it sheds on the role of the Jews in the evolution of modern capitalism, 
but for its contribution to the development of “scientific” anti-Semitism and for 
its utilization of a subjective methodology peculiarly appropriate for scholarship 
in totalitarian societies. Had the author been less eminent, this book would have 
evoked only contempt in scholarly circles and it would have been exposed as an 
anti-Semitic propaganda tract. That the illusion still persists that The Jews and 
Modern Capitalism is something of a scholarly classic is evident from its recent 
republication with an introduction by Bert F. Hoselitz. Although Hoselitz seeks 
to warn the reader of some of Sombart’s erroneous views, and in the bibliographical 
note (pp. xxxii-xlii) directs the reader to some of the more recent literature, 
he not only does not provide the devastating, line-by-line refutation that should 
accompany any such reissue (cf. Guido Kisch’s reviews in the American History 
Review, LVII [1950-1951], p. 200; Historia Judaica, XIII [1951], pp. 157-59), 
but actually helps to propagate the myth that The Jews and Modern Capitalism is 
a classic (pp. xxx—xxxi). 

Sombart’s anti-Semitic motivation and his unrestrained subjective bias is the 
very essence of his methodology. Every generalization derives from his pre- 
conceived, irrational prejudices and bears no relationship to the data that he 
copiously cites. His empiric evidence, even when not absolutely false—which it 
frequently is—is merely a scholarly facade to give an appearance of objective 
scholarship, since his assertions about the character of the Jewish religion, the 
racial predisposition of Jews to capitalism, and the inherent genius of the Jew for 
money making, sharp dealing, and commodity production, derive from intuitive 
bias, not from the evidence. 

Indeed, Sombart’s major thesis is strictly gratuitous. The nomadic Jews created 
the spirit of capitalism that destroyed the idyllic, manorial, and feudal age which 
had reflected the native genius of the Northern farmer and hunter. “From the 
endless wastes of sand, from the pastoral pursuits spring . . . Capitalism .... 
Only in the skepherd’s calling could the view have become dominant that in 
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economic activities, the abstract quantity of commodities matters, not whether 
fit or sufficient for use” (p. 343). Hence, “. .. it is not too much to say that 
Nomadism is the progenitor of Capitalism. The relationship between Capitalism 
and Judaism thus becomes clear.” (Ibid.) 

As for Sombart’s method, the following assertions underline its arbitrary 
character: “The Northerners are settlers even when they breed cattle; the 
Bedouins are always nomads, even though they till the soil” (p. 336). From such 
a formula no Jew can extricate himself however unequivocal the evidence may be. 

To dispose of Sombart is not to deny that the Jews played a role in the de- 
velopment of capitalism, especially in the sixteenth and seventeenth centuries. 
But this role had nothing to do with their racial characteristics or with the dictates 
of their religion. It derived from certain antecedent historical factors that 
enabled Jews in certain areas to participate in the emergence of that commercial 
capitalism which was coming into existence quite independently of special Jewish 
aptitude or genius. Far from encouraging the new capitalistic spirit, medieval 
Judaism, like medieval Catholicism, was a serious deterrent; and as modern 
capitalism developed, precisely those Jews imbued with the new spirit sought 
to modify radically the very Judaism which, according to Sombart, was the 
repository of the capitalistic spirit! How very little Jews and Judaism affected 
the emergence of modern capitalism is irrefutably demonstrated by the fact 
that modern capitalism did not arise in Mesopotamia, Syria, Egypt, Asia Minor, 
or Palestine, despite the active participation of the Jews in the economic life of 
these areas and despite Sombart’s insistence that this part of the world was 
the birthplace of the capitalistic spirit. Rather did it arise among the Northern 
peoples to whom, according to Sombart, the concept of commodity production 
was alien! 

The purpose of Sombart’s book was to blame the Jews for a system he did 
not like, and his conclusions helped to give scholarly backing for the anti- 
Semitism which spread through Germany and which helped the Nazis to power. 
The fact that he himself openly embraced Nazism is indicative’ of his relation- 
ship to the search for truth. It is to be hoped that his anti-Semitic classic, The 
Jews and Modern Capitalism, will not have the same pernicious effects in this 
new printing as it did in the old. 

Exuts Rivkin, Hebrew Union College-Jewish Institute of Religion 


LABOR AND LIVING CONDITIONS 


London Life in the XVIIIth Century. By M. Dorothy George. [Series of Reprints 
of Scarce Works on Political Economy, No. 12.] London: The London School 
of Economics and Political Science, 1951. Pp. xii, 452. 155. 


It is indeed good news that Mrs. George’s‘classic has been reprinted. Originally 
published in 1925 in The History of Civilization series, it now reappears in a 
series of reprints sponsored by the London School of Economics and Political 





176 Reviews of Books 





Science. Although the new volume is described (p. vi) as the third edition of 
Mrs. George’s work, “incorporating several minor corrections by the author,” 
it is more accurate to regard it as a reprint than as a new edition. The process 
used has been that of photographic facsimile. The paging in the body of the work 
corresponds in the reprint exactly to that in the original. Only the illustrations 
have been omitted. Even the wrongly num’. :red footnotes on pages 116 and 314 
have been reproduced without correction. ‘Thus there is little reason to purchase 
the reprint if one owns a copy of the original. 

For mature scholars, no review of such a well-known work should be necessary. 
The younger student, who may wish to consult the reviews of the first edition, 
will find them full of respect and high praise for a work of outstanding scholar- 
ship. Only two major points of recapitulation are necessary here. In the first place, 
London Life in the XVIII Century is concerned almost exclusively with lower 
class conditions. In the second place, Mrs. George made it clear that the evil 
conditions commonly associated with the new industrial towns of the nineteenth 
century were present in preindustrial London, while at the same time she proved 
that the eighteenth century witnessed in London a progressive modification of 
almost every abuse. 

Finally, the present reviewer must express his regret that the wish to reproduce 
cheaply apparently outweighed the desirability of making a real revision. The 
book is just as valuable as ever to the specialist, but a revision could have improved 
it for the general reader. A more compact organization and the elimination of 
much repetition could have made it almost a literary as well as an economic 
classic. 

Joun G. Gaztey, Dartmouth College 


The Labor Story: A Popular History of American Labor, 1786-1949. By Aleine 
Austin. New York: Coward-McCann, Inc., 1949. Pp. x, 244. $2.50. 

Destination Unknown: Fifty Years of Labor Relations. By Walter Gordon Merritt. 
New York: Prentice-Hall, Inc., 1951. Pp. x, 454. $5.65. 


Miss Austin’s volume has again told in popular form the story of the American 
labor movement. It is brightly written, generally accurate regarding facts, and 
unfailingly sympathetic toward labor in its long struggle upward. The book 
appears to be written principally for union members and the general public, and 
should take its place among several books of its type which have appeared in 
recent years to provide a better understanding of the history and problems of 
organized labor. Historians may question some of the author’s general statements, 
while many students of the labor movement may resent her obvious bias against 
the American Federation of Labor and her lack of objectivity toward labor and 
its practices. Students with any wide knowledge of the history of American labor 
will find no new facts. 

Of a quite different type is the volume of Walter Gordon Merritt. It is, in fact, 
one of the most unique books in labor literature—the comments and philosophy, 
and, in a sense, the autobiography of a corporation lawyer who has specialized in 
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labor law and represented employers in many noted labor cases. Merritt began 
his career as a lawyer for the American Anti-Boycott Association and a representa- 
tive of Loewe in the famous Danbury Hatters Case. He represented the employers 
in Duplex v. Dearing, in the anthracite coal strike of 1922, in the building-service 
strikes in New York in the middle 1930’s, and General Motors before the 
Presidential fact-finding board in 1945. 

Along with his own participation in many of these great conflicts, Mr. Merritt’s 
book is a recapitulation of labor history during the first fifty years of the present 
century with particular emphasis on labor legislation and its judicial interpretation. 
A believer in unionism in a capitalist society, Merritt deplores the legislation that 
exempted labor unions from prosecution under the antimonopoly laws and for the 
restrictions placed on the use of the injunction in labor cases. He resents the 
tirades of labor leaders against capitalists and their vilification of employers, 
much of which they admit is done for reasons of internal politics. Above all, he is 
disturbed over the frequent violation of agreements by labor unions. 

Mr. Merritt does not oppose collective bargaining. He still places his faith in 
labor organizations “as essential to the functioning of democracy in a commercial 
nation, . . .” and sees “no other solution between the extremes of private capital- 
ism and totalitarianism.” He would, however, insist on compulsory arbitration in 
the coal industry, in railroads, and in other public utilities. If the owner and 
employer must submit to public regulation, so, he insists, should labor unions. 
If utilities are recognized and regulated as monopolies, why should labor not be 
so recognized and treated in the same industries? And this, he argues in part on 
the grounds of public interest and security. 

The author deplores the power and recklessness of organized labor, the 
intransigent position often taken by the employer, and the violence sometimes 
practiced by both. He views quite as dimly the weakness of the public in resisting 
the situation and the hesitancy of politicians and the government in tackling the 
problem. Where all this will lead and what type of social and economic society 
this confusion will produce, he does not know—nor, of course, does any one. 
Hence the title, Destination Unknown. Neither an employer nor a union member, 
few men have had a longer or more important contact with organized labor than 
Mr. Merritt. This book has value to all interested groups. 

Harotp U. Fautxner, Smith College 


Labour’s Formative Years: Nineteenth Century, 1849-1879. Edited by James B. 
Jefferys. Extracts from contemporary sources. [History in the Making, V. II, 
Dona Torr, general editor.] London: Lawrence and Wishart, 1948. Pp. 203. 5s. 


This little paper-bound book, scarcely more than a pamphlet, contains a selec- 
tion of contemporary documents illustrating the development of the British labor 
movement in the years when it was dominated by the unions to which the Webbs 
gave the name, the “New Model.” It is the second in a three-volume documentary 
history of the labor movement in the nineteenth century, with similar volumes in 
Preparation to cover the eighteenth and twentieth centuries. This series naturally 
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invites comparison on the one hand with the monumental ten-volume Docu- 
mentary History of American Industrial Society edited by John R. Commons and 
on the other with the Webbs’ pioneering History of Trade Unionism. 

In contrast to the volumes of the American Documentary History, this slim 
book obviously can contain only a scanty sample from documentary sources, 
especially as it covers all aspects of the labor movement from principles and aims 
of unions through economic and political struggles to international relations with 
the workers of Europe and America. The excerpts are very short and their 
significance would not always be clear, at least to the American reader, without 
the expert help of the editor, both in his closely packed twelve-page introduction 
and in the head notes that precede each excerpt. The reader obviously must rely 
on the editor’s choice of selections as typifying dominant trends; and in so brief 
a compass it is doubtful whether the ablest editor can provide an adequate picture 
of divergent currents and crosscurrents. 

However, a glance at the Webbs’ History and its footnotes suggests that the 
excerpts offered in the present volume probably constitute some of the most 
significant documents for this important thirty years of trade-union history. Thus 
it renders a real service in making them readily available to the general reader; 
and the volume certainly can, as suggested in the publisher’s note, “prove useful 
as a supplement to more general works.” In it we can, for example, find an 
amazingly modern note in the election address of the first trade unionist to stand 
for Parliament, who, in 1853, urged “provision for the great uncertainty of 
unemployment” in order among other things to “open up new markets by the 
creation of a large consuming class at our very doors.” In contrast, we are made 
acutely aware of the long road labor has traveled by a contemporary account of 
how in 1855 the still unenfranchised working people forced the withdrawal from 
Parliament of a bill to prohibit the opening of places of amusement on Sunday. 
The workers assembled thirty thousand strong along the Serpentine on a Sunday 
“to see how the rich observe the Sabbath” and to hiss them as they drove by in 
their carriages, “according to the splendour of the equipages was the loudness of 
the groan.” Read alongside the Webbs’ History, this book thus offers that vivid 
illumination of the past which contemporary accounts can best provide. 

EizaseTH Branpets, University of Wisconsin 


Passing of the Mill Village. By Harriet L. Herring. Chapel Hill: University of 
North Carolina Press, 1949. Pp. vii, 137. $3.00. 


This short monograph is a competent study of a rather broad movement by 
cotton mills in the South to dispose of their villages, primarily to employees who 
occupy the houses. The sales started in the mid-thirties, only to be interrupted by 
the war, and have since been resumed on a considerable scale. Historians of 
regional economy, labor, the textile industry, and unionism will find Miss 
Herring’s study useful. 

The author provides a satisfactory account of the process of preparing the sale, 
the conditions of purchase, the type of problem encountered by management after 
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a sale, union and worker attitudes and reactions, and some of the consequences for 
employer, worker, and community. 

Somewhat less satisfactory is the treatment of one of the most interesting aspects 
of the decision to sell, namely, the reasons for it. While private and local considera- 
tions might explain any one sale, the reasons advanced by management were 
sufficiently of a pattern to permit the broad, if hardly unexpected, conclusion that 
the sales have been prompted by the fact that the mill-village system is no longer 
necessary, either for the recruitment of a labor force or its retention. And the 
coming of the union demonstrated the failure of the control system to prevent 
organization, and even suggested its dangers in the new situation. Moreover, 
many managements preferred to discontinue the housing subsidy when faced with 
effective pressures for higher cash wages. These points deserve more elaboration 
and documentation than the author provides. And so does her assertion of the 
revolutionary character of the change which is in process. 

Most observers would join Miss Herring in welcoming the passing of the 
mill village as a necessary prerequisite to the establishment of “social freedom” 
and “political independence.” One should not forget, however, that the post-sale, 
company-dominated town does not necessarily provide a political climate which 
differs materially from that of the mill village, and that a facade of independent 
home ownership can conceal, from casual view, the fact of corporation control. 
The political fulfillment which Miss Herring anticipates will require more than 
the transfer of title to some indifferent housing. Indeed, the liberation of the cotton- 
mill workers of these states can hardly be fully realized until the exercise of the 
franchise becomes commonplace for all citizens, Negro as well as white, in all 
kinds of communities. 

VerA SHLAKMAN, Queens College 


AGRICULTURAL REGIONS 


The Rural Economy of New England, A Regional Study. By John D. Black. 
Cambridge, Mass.: Harvard University Press, 1950. Pp. 796. $7.50. 


This volume capstones the flood of literature which over the past century has 
sought to analyze and prescribe for the ills of the nonurban New England 
economy. Its subject matter is the rural land resource of the New England region 
in all its aspects. Land use is broadly defined to include forest, recreation, and 
tural residence, as well as agriculture, though the latter properly occupies the bulk 
of the volume. The book includes an inventory of the land resource as used in 
the past and present, a review of the current state of our economic and techno- 
logical knowledge of these resources, and an appraisal of the opportunities for 
future utilization, together with an assessment of the adjustments required to 
realize the opportunities. 

Essentially the book summarizes the very great quantity of research literature 
that has accumulated, particularly from the agricultural experimental stations, 
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about the broad subject of land use in its economic and technological aspects. To 
this, Professor Black has added a good deal of his own, derived from an 
intensive knowledge of the area and the guidance of staff research, all in 
the broad perspective of many years devoted to the study of economic problems 
of the nation’s agriculture. 

The collection and evaluation of a very imposing body of research is, of 
course, sufficient justification for this volume. In addition, however, Professor 
Black finds a survey of the economic status of New England’s land resources 
particularly timely on the ground—of special interest to economic historians— 
that the adjustments forced upon land use in New England as a result of the 
settlement of the West, are now coming to an end. This is to say that a situation 
of equilibrium in New England vis-a-vis the rest of the nation has now arrived, 
permitting a more nearly definitive analysis of the region’s land-use problems 
and opportunities than has heretofore been possible. This conclusion rests upon 
an analysis of the history of the region’s agriculture and land-use practices which, 
though brief, is of considerable interest. 

For many years Professor Black has been one of the most discerning critics of 
the statistical data reported by the Federal census with regard to agriculture. In 
this volume he has continued and expanded his critical evaluation of the census 
data relating to the New England states and suggests important corrections on 
many matters. Both his critical attitude and his method in arriving at adjustments 
deserve wide attention and use, particularly among economic historians employing 
Federal census returns. 

In the inclusiveness with which the study ranges over the whole field of land 
use the volume is encyclopedic. It critically reviews a vast body of literature; its 
155 charts and 123 statistical tables testify to the formidable factual basis upon 
which the analysis rests. Each of the major forms of land use is treated in terms 
both of the region and of the individual economic unit, the latter in terms 
of the budgets of modal types of farm units which are of great interest. There are 
chapters on the resources of New England, the land, people, industry, and 
transportation; the soils; on the use and ownership of land; on each of the major 
types of farms, as well as on part-time farms, forest farms, and recreational 
holdings; on farm incomes and values; on credit and taxation; and on prospects, 
policy, and program. 

At the same time the study is a highly personal, subjective, and, in some respects, 
an uneven performance; it is both more and less than a reference compendium. 
Professor Black opens the volume with his conclusions and recommendations 
concerning the future of New England’s rural economy and the means of attain- 
ment, ends it with a more elaborate statement of the same, and in between rarely 
hesitates to express his judgments and sentiments whenever opportunity or 
desire suggests. Some subjects are treated in almost elementary fashion and 
detail; others are handled so as to require of the reader a very considerable 
knowledge of the agricultural history of the United States. This is true, for 
example, of the tantalizingly brief references to the effect of price and production 
controls of the Maine potato area as well as to the co-operative marketing 
movement in the same region. As a volume of reference, the usefulness of the 
work suffers seriously from inadequate documentation, an inadequate index, 
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and the absence of a bibliography. It is nevertheless by far the most comprehensive 
and valuable study of a region’s land-resource problems and opportunities to have 
appeared and as such establishes a pattern which deserves widespread emulation. 

Criarence H. Danuor, Princeton University 


Bourbon Democracy in Alabama, 1874-1890. By Allen Johnston Going. Uni- 
versity, Alabama: University of Alabama Press, 1951. Pp. ix, 256. $4.00. 


In the years immediately following the overthrow of the Reconstruction govern- 
ment in Alabama, the Democratic party was dominated by a conservative, 
agrarian policy aimed at solidifying the control exercised by landowners. Its 
program called for decreased taxation, economy in government, and the end of 
aid to corporate enterprises, principally railroads. The state was burdened by debt 
as a result of past favors to railroads and there was considerable hue and cry for 
repudiation. 

But the party was not unanimous in its support of this program. Industry 
was growing in northern Alabama towns, and as remembrance of Reconstruction 
bitterness faded, progressive New-South forces tempered the conservative influence 
of the black belt. Moreover, during Reconstruction, innovations such as free 
public education, popular elections of judges, and welfare institutions had been 
established. Even the “Bourbons” dared not oppose these. The result was that 
“debt adjustment” was substituted for “repudiation” and the welfare institutions 
survived and some even prospered despite inadequate financial support. 

Throughout the period Democrats were untroubled by serious opposition from 
Republicans, but they were constantly harried by “disagreements and threatened 
bolts within their own party.” In order to throttle these, party control was vested 
in small oligarchial groups, and appeals were made for “white supremacy.” 
Going concludes that although the party “made a contribution in institutional and 
economical government managed by native Alabamians in whom the public 
generally had confidence,” the party organizations and methods of controlling 
elections were “far from creditable.” 

Mr. Going has given a new insight into this most complex and little-understood 
period in southern history. He has made extensive use of department reports, 
legislative records, letters, and newspaper files. Both he and the University of 
Alabama Press are to be commended for the concise and neat appearance of this 
valuable book. 

A. D. Kirwan, University of Kentucky 


Gains in Productivity of Farm Labor. By Reuben W. Hecht and Glen T. Barton. 
Technical Bulletin No. 1020. Washington: United States Department of 
Agriculture, 1950. Pp. 121. $0.30. 


Information on the productivity of labor in the economic system and in its 
Various sectors is of particular importance to anyone interested in assessing 
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economic changes as a whole and differences in the impact of technological 
developments by products and as between regions and nations. Such information 
rests upon the availability of pertinent statistical data. In the case of American 
agriculture, productivity data has in the past been based upon the ratio of gross 
product to number of agricultural workers—the latter resting upon more or less 
adequately adjusted farm population figures. In comparison, industry productivity 
data has rested upon the ratio of production to employment, the latter preferably 
in terms of hours of work. Although productivity trends in agriculture have 
frequently been compared with those in industry, the fact of the matter is that 
such comparisons were not strictly proper, since the statistical data were not truly 
comparable. Moreover, the joint-product nature of such farming permitted only 
unsatisfactory comparisons of productivity changes by crops. 

The most meaningful observation that can be made about changes in agricul- 
tural productivity in the United States is that “In 1948, farmers in this country 
raised about go percent more total crops per hour of labor than they did in 
1910. They raised more than 344 times as much wheat, about 24 times as 
much corn, more than 100 per cent more fruit, more than 75 percent more 
cotton and 30 percent more hay” (p. 9). 

These observations are based upon man-equivalent hours applied to farm work 
which are made available in this study for the first time. The data on farm 
production are likewise carefully adjusted for numerous factors but have been 
available for a few years. Productivity indexes are given by type of crop, by groups 
of crops, and by regions. The regional data begin with 1919; those for the United 
States, with rgr1o. It is, of course, unfortunate that information on earlier years 
is not available, and it may be hoped that statistical ingenuity may be applied 
to the task of pushing the data back to make more accurate historical evaluations 
possible. In any case, this is a study of considerable importance to all who use 
or are interested in information on productivity, and such individuals are heavily 
indebted to the Bureau of Agricultural Economics for the high quality of it. 

Crarence H. Danuor, Princeton University 


RECENT EUROPEAN HISTORY 


The Economic Problem of the Danubian States: A Study in Economic Nationalism. 
By Frederick Hertz. London: Gollancz, 1947; New York: Transatlantic, 1948. 
Pp. 223. 155. $4.50. 


This meaty volume by a veteran Austrian economist concerns the same general 
subject as the well-known studies of Leo Pasvolsky, Economic Nationalism of the 
Danubian States and Antonin Basch, The Danube Basin and the German 
Economic Sphere, but Hertz approaches the problem from a different point of 
view. Pasvolsky, writing scarcely a decade after the peace treaties, made an 
appraisal of the problems raised by the economic nationalism of the Danubian 
states. He reached the conclusion that solutions should be sought not in the 
formation of a Danubian federation or customs union, as was widely advocated 
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at that time, but rather in relation to the general economic situation of Europe as 
a whole. Basch, on the other hand, wrote chiefly of the period after the world 
depression, and the special value of his work lies in his informed description of 
the process of German economic penetration. 

The approach of Hertz is both practical and theoretical, as he is interested in 
exploring economic nationalism not only as a historic experiment in policy but 
also as an economic ideology. His principal contribution is an empirical analysis 
of three of the most striking examples of the results of economic nationalism: 
Austria, Czechoslovakia, and Hungary. Apart from enjoying similar conditions 
in the years between the two World Wars, these three states have the additional 
advantage of permitting reasonably accurate statistical comparisons with the 
earlier Hapsburg empire of which they formed a part. In fact Hertz’s study is 
in the main a comparison of national income before and since World War I, with 
special emphasis on the economic factors which account for postwar developments. 
In basing his study to such a great extent on estimates of national income, Hertz 
is clearly getting into some controversial territory. He fully recognizes this, 
however, and devotes a separate section (pp. 13-19) to a discussion of the 
difficulties of defining national income, and of the particular approach which he 
has adopted for the purposes of this problem. 

One cannot fail to be impressed by the caution with which Hertz presents his 
materials and by the relevance of his findings to one of the critical problems of 
our times. He first surveys economic conditions in Austria-Hungary, and con- 
cludes that real income in the decade before World War I increased 69 per cent 
in Austria and 75 per cent in Hungary. Moreover, he points out that the rate 
of increase in national income was greater in Austria-Hungary than in Great 
Britain or Germany in this period. He attributes this healthy growth, despite the 
relative underdevelopment of the country’s resources and transportation, to the 
advantages of a large internal market which integrated an economy already 
essentially balanced. He notes that a liberal foreign trade policy and sound legal 
and financial institutions should also be taken into account in explaining the 
prosperity of the Hapsburg empire. 

The partition of Austria-Hungary threw this economic structure into a confusion 
from which the successor states never fully recovered. Economic barriers were 
raised, and trade among the successor states declined disastrously. Moreover, this 
restriction on markets was soon reflected in a decline in domestic production. 
Hertz demonstrates that in the case of Czechoslovakia, for instance, the per 
capita national income rose above the prewar level only in the period immediately 
preceding the peak year of 1929. Production in many key Czech industries, such 
as cotton textiles, sugar, beer, porcelain, and glassware, never regained the prewar 
level. The same is true of lignite and iron ore. Hertz also notes that production 
in certain other industries increased rapidly, notably in steel, armaments, and 
chemicals, but these increases were not in his opinion sufficient to offset the 
general decline. His final judgment of Czech industrial production is therefore 
that “on the whole the great industrial legacy inherited from Austria could 
not be maintained” (p. 174). 

The figures on Czech industry form only one example of the many which 
Hertz cites to support his thesis. Statisticians may wish to argue with Hertz about 
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method, but it is unlikely that they would substantially alter the weight of 
evidence that he presents concerning the disastrous effects of economic nationalism. 
Not all the Danubian states suffered as much as Hungary, where per capita 
national income sank 17.2 per cent below the prewar level, but they all showed 
serious losses. The relationship between this economic decline and the spread of 
Hitlerism has already been demonstrated by Basch, and it would not be difficult 
to trace much of the Soviet influence in this region to similar causes. The states 
of Western Europe made some very critical errors in their reconstruction of 
Eastern Europe after World War I, and it remains to be shown whether they 
can overcome economic nationalism in their own sector of Europe today. Hertz’s 
study presents what is probably an accurate preview of what would happen to 
Western Europe if they should fail. 

C. E. Brack, Princeton University 


Twentieth Century Economic History of Europe. By Paul Alpert. New York: 
Henry Schuman, 1951. Pp. xiv, 466. $6.00. 


“Competent” is an adjective frequently employed nowadays by reviewers who 
wish to bestow faint praise; perhaps it would be a good thing if the word could 
be restored to its true meaning so that one could use it to describe a book as 
genuinely expert as the one under review. This strong praise, in the present 
case, should extend both to the solid scholarship and to the expository brilliance 
which generally distinguish the work. Since Alpert addresses himself to the 
general reader rather than to the specialist, the second virtue assumes an added 
importance. It is refreshing, in this age of marathon sentences, esoteric jargon, 
and tautological officialese, to find the many economic tribulations and the 
occasional economic triumphs of Europe since 1914 so lucidly, so coherently, and 
so forcefully set forth. 

Nor is this a mere chronicle; on the contrary, the author is concerned at every 
point to establish the meaning of the events he describes. Best of all, in these 
interpretive sections there is no trace of any sectarian prejudice; instead, there is 
a thoroughly wholesome willingness to examine pros and cons and to give the 
devil his due when necessary. The only apparent bias in the book is a belief in 
the eventual superiority of economic institutions grounded in liberal-humanitarian 
values, and even this conviction does not take the form of doctrinaire insistence 
upon any uniformly valid organizational formulas. He is well aware that in 
the attempt, which he advocates, at a “synthesis of political and economic 
democracy, success is obviously much more difficult to achieve than either in a 
purely capitalist or in a completely planned totalitarian economy,” but he is 
likewise convinced that the success or failure of this experiment in Western 
Europe will be “of decisive significance for the destiny of mankind in the near 
future” (p. 453). 

Besides these merits of a general order, the book performs several specific 
services. It contains an exceptionally clear and concise account of the war debts 
and reparations tangle. Chapter VII, on the recovery of France during the 1920's, 
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provides a useful antidote to the exaggerated disparagement often met with in 
accounts of the policies pursued by French governments of the period. Chapter 
VIII marshals a fairly imposing array of evidence tending to show that the 
German hyperinflation of 1921-1923 was at least tolerated by the German govern- 
ment, if it was not deliberately engineered by the Germans in order to make 
reparations payments impossible. By contrast, the following section, “From 
Depression to World War II,” seems to me to place disproportionate stress on 
financial and monetary events, and Chapter XIV passes unduly severe judgment 
on the policies of the Popular Front in France. In the following chapter (p. 159} 
occurs a strange amalgamation of two distinct persons into one identity, “Koeth 
von Moellendorff,” obviously Wichard von Moellendorff and Joseph Koeth, 
the two chief assistants of Walther Rathenau in organizing the German war 
economy in 1914-1918. It is also erroneous to say, as Alpert does in this same 
paragraph, that these men were among the “direct ideological predecessors” of 
the National Socialist movement. 

Over half the book deals with World War II and its aftermath. Probably this 
heavy stress on the last decade is warranted by the momentous changes that have 
occurred since 1939, as well as by the absence of comprehensive studies particu- 
larly of the postwar years. Alpert’s comment is especially shrewd and well 
informed when he discusses Western Europe and Britain, and he has some 
penetrating things to say about European integration, the Schuman Plan, and 
related matters. In the sections dealing with Eastern Europe and the U.S.S.R. 
(partly, no doubt, because of the greater difficulty of finding out just exactly 
what has been happening) the account seems to run more in terms of the familiar 
stereotypes. Inevitably, too, this latter part of the book lacks structural unity by 
reason of the obvious fact that the year 1950, when the book ends, was by no 
means an ideal dramatic moment to pause in the story of Europe’s uncertain 
fight for survival. 

Ratpo H. Bowen, Columbia University 


INTERNATIONAL TRADE AND INVESTMENT 


Empire of the North Atlantic; the Maritime Struggle for North America. By 
Gerald S. Graham. Toronto: University of Toronto Press, 1950. Pp. xvii, 338. 
$5.00. 


In this compact and well-written volume Mr. Graham, who is the Canadian-born 
occupant of the Rhodes Chair of Imperial History at King’s College in the 
University of London, considers again the influence of sea power on the modern 
rivalry among the states of Western Europe for supremacy in the North Atlantic. 
He writes in the tradition of Mahan and, like Mahan, he is primarily concerned 
with the Anglo-French contest of the eighteenth century, but his study of that 
contest is prefaced by a thoughtful discussion of naval policies affecting earlier 
rivalries and he adds two chapters on “The Age of Iron and Steam” and “The 
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End of Pax Britannica” which are among the most suggestive in the entire book. 
Unlike Mahan, Graham writes at a time when air power has demonstrated its 
great importance to control of the seas, and he accepts its advent as marking the 
termination of a distinct epoch in the history of the North Atlantic. 

Before Alcock and Brown “flew their fragile aircraft across the Atlantic in 1919” 
and before the development of the submarine, surface vessels (the battleship and 
the frigate) had been “sufficient of themselves to maintain command of the 
seas.” Their success in achieving this end depended fundamentally, Mr. Graham 
finds, upon the intelligence which guided governmental policy. England won the 
great contest for supremacy in the North Atlantic and therefore won North 
America, with results of the greatest consequence in our own day, because 
England’s policy was guided, generally speaking, by a clearer perception of the 
forces which in the very nature of things controlled the communications of the 
North Atlantic. Her empire of trade and colonies followed almost as the by- 
product of a soundly conceived maritime policy. 

Not all historians will agree with this thesis. Economic historians, especially, 
may be inclined to quarrel with it, and they will find in the book little grist 
for their own mills. But they will ignore Mr. Graham’s study at their own risk, 
for it is a timely one, and it deals thoughtfully with some of the larger questions 
of modern history. 





WesLey Frank Craven, Princeton University 


Trade Through the Himalayas: The Early British Attempts to Open Tibet. 


By Schuyler Cammann. Princeton: Princeton University Press, 1951. Pp. x, 186. 
$3.50. 

British Trade and the Opening of China, 1800-42. By Michael Greenberg. Cam- 
bridge: Cambridge University Press, 1951. Pp. xii, 238. $4.00. 


These two books constitute a significant contribution to the literature on Anglo- 
Chinese commerce and diplomacy during the late eighteenth and early nineteenth 
centuries. Cammann’s book, based on English, Tibetan, and Chinese sources, 
is an exhaustive study of British attempts to open trade and regular relations 
with Tibet between 1774 and 1793, which were thwarted largely by the ever- 
tightening control of China over Tibet. After an excellent initial chapter out- 
lining the early history of Tibet and the development of effective Chinese control 
during the early eighteenth century, the author devotes two chapters to George 
Bogle’s mission (1774-1775) and the trip of the Panchen Lama to Peking in 
1779-1780, one chapter to Samuel Turner’s mission (1783), and two chapters 
to the background of the Sino-Nepalese war and the war itself (1792-1793), 
which ended completely all British hopes of opening Tibet at that time. 

In connection with the Lama’s trip to Peking, Cammann clarifies various dates 
and disposes of forever, one trusts, the legend that the Lama was disposed of by 
order of the Ch’ien-lung emperor because of his friendship for the English. He 
died of smallpox at Peking on November 27, 1780. In connection with the Sino- 
Nepalese war the author also clarifies the date of the first Gurkha invasion of 
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Tibet, which was 1788 (p. 113). Perhaps the most interesting figure dealt with 
in the book is the Indian gosain or Hindu religious mendicant, Purangir, who 
served as go-between, interpreter, and adviser in nearly all the negotiations. He 
also accompanied the Panchen Lama to Peking and wrote a report on his journey. 

Cammann’s book is well and carefully written and is singularly free from 
errors. It is, therefore, surprising to find him referring in note seven, page 84, 
to Sir John Davis as the “first British Minister to China.” Aside from the 
ambassadors Macartney (1793) and Amherst (1816), both Admiral George 
Elliot and Captain Charles Elliot were plenipotentiaries in 1840 and Sir Henry 
Pottinger in 1841 was appointed “sule plenipotentiary, minister-extraordinary,” 
etc., while Davis in 1844 was appointed plenipotentiary. The work contains 
several useful appendixes, an excellent bibliography, an index, and five well-chosen 
illustrations. It is beautifully printed, and is probably as definitive an account of 
early British relations with Tibet as can be written. 

Greenberg’s book on British Trade between 1800 and 1842 deals with a more 
fundamental and complicated aspect of Sino-British contacts. It makes a very 
significant contribution to the understanding of the commercial developments 
of the period and unquestionably points up those aspects of the trade which 
contributed to the Opium War and the opening of China. Greenberg is correct 
in pointing out that existing works, unconsciously perhaps, despite their em- 
phasis on opium, leave the impression that the trade of the East India Company 
(which held a monopoly of the direct trade between England and China) 
dominated the picture, whereas the private trade between India and China 
(country trade) had attained a predominate position by the middle 1820’s. In 
1817 the company’s trade (imports and exports, exclusive of treasure) amounted 
to $11,172,000 and private to $12,292,000, but by 1833 the figures were $12,026,000 
and $24,877,000. In correcting this defect of earlier works, it seems to me that 
Greenberg has leaned farther in the other direction than the title of his book 
justifies, so far, in fact, that his monograph cannot be considered a really balanced 
and definitive study of Sino-British trade during the period. He pays relatively » 
little attention to the company’s trade or its dealings with the Chinese and con- 
centrates his attention on the country trade, how it developed, how it was 
managed, and how it affected the course of Anglo-Chinese relations. 

One reason for his emphasis on the country trade is that his chief source of 
information is the papers of the most important private-trade agency house at 
Canton, Jardine Matheson and Company, preserved in the Cambridge University 
Library. He has also used the “Proceedings of the Manchester Chamber of 
Commerce,” 1821-1842, to shed light on the role played by the industrial revo- 
lution centers of north England in ending the company’s monopoly in 1834. 
For the story contained in the “China Factory Records” of the company he has 
justifiably depended mainly on H. B. Morse’s masterly summary (Chronicles of 
the East India Company Trading to China [5 vols., Oxford, 1926-1929]). 
Parliamentary papers, contemporary newspapers, periodicals, pamphlets, and 
treatises and more recent analytical studies make up the balance of his sources of 
information. He recognizes the deficiency that results from the fact that Chinese 
materials have not been used. 

In his generally excellent discussion of the consequences of the ending of the 
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company’s monopoly in 1834, the author has not pointed up clearly enough 
the enormous expansion of the trade, and especially the opium trade, which 
immediately followed the end of the company’s monopoly. (Total British trade, 
exclusive of specie, expanded from $36,897,000 in 1833 to $59,774,000 in 1836, 
while opium imports jumped from around 20,000 chests in 1833 to 40,000 in 1838. 
See tables A and D in Greenberg and p. 168 in Morse, International Relations of 
the Chinese Empire, 1.) This expansion of trade increased the frictions inherent 
in the Canton system, accentuated the evils of the opium trade, and made the 
private traders more insistent than ever upon a fundamental change in the China 
trade system, while the ending of the company’s monopoly made the British 
government directly responsible for British relations with China. The end of the 
Company’s monopoly undoubtedly hastened the crisis of 1839 and the subsequent 
war, although the crisis unquestionably could not have been indefinitely post- 
poned. 

The author’s preoccupation with the commercial aspects of the picture has 
also led him, unintentionally perhaps, to make statements (pp. 107 and 205) 
which leave the impression that if there had been no opium trade there would 
have been no conflict between England and China. This was the view held by 
contemporary Chinese. Such an approach does not give a proper emphasis to 
three other fundamental facts: (a) the growing pressure of England’s expanding 
economy for new markets which was bound to demand a change in the Canton 
system regardless of the opium trade; (4) the widely divergent attitudes of 
England and China toward trade, the handling of homicide cases, and the 
manner in which trade and diplomatic relations should be carried on; and (c) 
the fixed determination of the Chinese government not to change its method of 
handling trade and foreign contacts. These facts would in the ‘end have led to 
an explosion; the end of the Company’s monopoly and the opium trade only 
speeded up the coming of the crisis. The conflict between England (as representa- 
tive of the West) and China was preordained by the march of the industrial 
revolution, the contrasting patterns of thought and culture, and the fixed mental 
patterns of both people which would not permit them to deviate from the ac- 
cepted standard of behavior. 

Almost every chapter of Greenberg’s work contains significant new facts, 
interpretations, and generalizations. The initial chapter on “The Old China 
Trade” points out salient facts in the development of the trade and emphasizes 
the importance of the country trade in shifting the balance of trade in favor of 
the British. In the end it became the keystone of the whole England-India-China 
trade system. Chapter II on the company and the private traders traces the 
development of private firms at Canton such as Dent and Company and especially 
Cox and Beale, Reid and Beale, Beale and Magniac, and Magniac and Company, 
which developed into Jardine Matheson and Company in 1832, and their con- 
nections with Indian and London firms. These firms were permitted by the 
company to remain permanently at Canton partly because the individuals protected 
themselves with commissions from foreign governments and partly because the 
Indian trade which they handled provided the company with funds it needed to 
finance its tea purchases. Efforts of the company to create agency houses under 
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its control were never very successful and came to an end about 1813. Chapter 
III on the Canton commercial system shows the fundamental differences in 
methods and objectives between the company and the private traders, and 
significantly shows that the private traders by taking the opium trade outside 
Canton and by dealing with other than the Hong merchants (who were supposed 
to monopolize foreign trade) breached the whole traditional system. At the same 
time by selling far more to the Hong merchants than they bought from them 
they contributed considerably to the growing insolvency of many Hongists, who 
were being pushed to the wall by lack of capital and official exactions. Chapter 
IV is an excellent analysis of developments in the private trade, and it is interesting 
to note the growth of Singapore after 1825 as a transshipment point whereby the 
private traders breached the company’s monopoly of the direct trade to England. 
Now they sent silk and other products (but not tea) to England and gradually 
expanded their handling of Lancashire yarn and cottons. Chapter V is an 
illuminating discussion of the development of the opium trade in which the 
Portuguese of Macao as well as the private traders played an important role. 
Chapter VI is an excellent discussion of the business and financial organization 
of the private trade which gradually came to be centered in the agency houses. 
They handled business for Indian shippers on a commission basis, acted as 
bankers, billbrokers, shipowners, insurance agents, etc., and in the end as 
traders on their own account. Chapter VII deals with the campaign of the 
private traders and the English industrialists that led to the end of the company’s 
monopoly in 1834 and analyzes the economic and political consequences of this 
action, while chapter VIII deals with the commercial aspects of the anti-opium 
campaign of the Chinese, with trade during the war, and with the influence of 
the traders on British policy before, during, and at the end of the war. 

Three appendixes, a valuable selected bibliography, and an index conclude 
the book. Appendix one, which includes five tables relating to company and 
private trade, silver and opium, is not as comprehensive as would be desirable. 
Graphs and charts could also have been used to advantage in presenting statistical 
material in several chapters. Appendix two is a genealogy of the Jardine Matheson 
and Company firm from the founding of Cox and Beale in 1782 onwards and 
a list of the firm’s ships as of 1839-1840. Appendix three, a list of Hong merchants 
in 1843 taken from C. de Montigny’s Manuel du négociants frangais en Chine, 
is so defective, especially since there are no characters, that its reproduction seems 
hardly worth while. Anyone interested in the Hong merchants should consult 
Liang Chia-pin, Kwangtung shih-san hang k’ao (The thirteen hongs of Kwang- 
tung) published by the Commercial Press in Shanghai in 1937. 

A few minor slips should be corrected. The system of a permanent resident 
council of supercargoes who were to manage the company’s trade was in full force 
by 1762 and did not begin in 1770 as stated on page 18 (Morse, Chronicles, V, 
preface and p. 107). The company’s agency house of Drummond and Sparkes 
was established in 1792 and not 1782 as stated on page 26 (Jdd., II, pp. 196-97). 
It is stated on page 47 that Amoy was open to Spanish trade. Such an opinion 
seems unquestionably to have been held by some in 1830, but I know of no 
Chinese regulation permitting the Spanish to trade at Amoy. I believe they 
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actually were confined to Canton and Macao just as much as were other West- 
erners. No effort seems to have been made to follow a standard system of 
Chinese romanization and K’ang-hsi is written Kang Hi, etc. 

Despite criticisms and differences of opinion expressed in this review, it should 
be clearly understood that Greenberg’s book is a competent, well-organized, well- 
documented, and well-presented piece of scholarship, which develops a neglected 
aspect of Sino-British trade and relations. It also supplies numerous new and very 
significant analyses and observations. It is an important book of lasting value. 

Eart H. Prircuarp, University of Chicago 


The Navigation Acts and the American Revolution. By Oliver M. Dickerson. 
Philadelphia: University of Pennsylvania Press, 1951. Pp. xv, 344. $6.00. 


Mr. Dickerson’s thesis is that the Acts of Trade and Navigation were not a 
cause of the American Revolution as some historians have insisted. It seems to 
me that he proves his case. In doing so he has demonstrated how little work 
has been done in the necessary sources by historians who have made such state- 
ments. The British Public Record Office contains a vast amount of material 
for the economic history of the American colonies. However, the interest of 
historians in political and constitutional questions has led them to ignore such 
sources, although it has not prevented them from generalizing about economic 
history. Dickerson is one of the few exceptions. As a result we now have, for 
the first time, a more nearly adequate conception of the extent and nature 
of American trade between 1763 and 1776. The book also contains a clear state- 
ment of the system of bounties paid and its significance. We have too, again for 
the first time, the figures showing the amount of customs duties collected on 
colonial trade. 

The broad conclusions that Dickerson makes as a result of his study may be 
summed up as follows: (a) the Navigation Acts were not a cause of serious 
complaint either before or after 1763. (4) The enumerated-articles clauses of the 
Navigation Acts were a real economic advantage to the colonies because enumera- 
tion gave an assured market for all the enumerated articles that could be pro- 
duced. (c) Restrictions on colonial manufactures had little or no effect. Manu- 
factures were a cause of the Revolution only to the extent that English manu- 
facturers supported repressive measures after 1763 because they feared that 
Americans might develop their own industries. (d) Opposition of Americans 
to British policies after 1763 was not because they were trade regulations, but 
because they were not. (e) The British Empire was disrupted within ten years 
because the government undertook to substitute trade taxation for trade protection 
and encouragement. (f) “Customs racketeering” by British officials in America 
did much to drive important Americans into the movement for independence. 

Some of these points are very good indeed, others are debatable, but they are 
all stated in a forthright manner that is a pleasure to see. But the book contains 
many things besides support for these generalizations. It makes clear that there 
was relatively little evasion of the acts of trade except for the Molasses Act of 
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1733. The so-called “Sugar Act” of 1764 is set in its proper perspective. This 
act was primarily a thorough overhauling of the whole enforcement procedure, 
which stirred up far more trouble than the revenue features of the act. No other 
book on the period makes this clear. The book shows that the bulk of colonial 
customs duties were collected in the four mainland ports: Boston, New York, 
Philadelphia, and Charleston, which, incidentally, were the centers of the Revo- 
lutionary movement. The total collections were greater than anyone has shown. 
To this amount Dickerson adds estimates of the amounts collected from the 
sales of seized ships and goods and the fees collected by customs officials. He 
concludes that the “known burden” on colonial commerce amounted to over 
£600,000 in the decade before the American Revolution. He would add to this 
the unknown amounts obtained by racketeering customs officers. 

The chapter on customs racketeering brings together a great deal of material 
on the actual operations of the customs service. Dickerson believes that such 
operations did much to turn many important Americans to thoughts of inde- 
pendence. He maintains, as he did in an article published some years ago, that 
the affair of John Hancock’s sloop, the Liberty, was a deliberate frame-up on 
the part of the Boston customs officials. Not everyone will accept this reading 
of the evidence, and fewer still will accept his estimate of the importance of 
Hancock as a political leader at this stage of his career. Sam Adams would not, 
for instance. 

There are other and more serious questions that can be raised. Dickerson argues, 
for instance, that the growth of the British Empire before 1764 was due to “free 
enterprise” and that there was no central planning from London. I do not believe 
that the Acts of Trade and Navigation and hundreds of other acts and ad- 
ministrative decisions with regard to colonial economic life can be labeled “free 
enterprise” or lack of central planning, whatever one may call it. The argument 
concerning enumerated articles is even weaker. Dickerson says that enumeration 
was not a burden, that it guaranteed an assured market, and that once the 
Revolution was won the old commercial connections were broken, and therefore, 
that the credit structure and market structure were destroyed. He says that it took 
years to recover from the results of the Revolution because of this. 

Lawrence Harper in a significant essay (“The Effect of the Navigation Acts 
on the Thirteen Colonies,’ Richard B. Morris, ed., The Era of the American 
Revolution [New York, 1939], pp. 1-39) some years ago tried to assess the effect 
of the Navigation Acts on the American colonies. In the case of tobacco, for 
instance, he offers evidence to prove that enumeration was a tremendous burden. 
Ninety-five per cent of American tobacco was re-exported from England. Harper 
claims that in 1773 enumeration resulted in an additional burden of between two 
and nearly three and a half million dollars on American tobacco alone. Dickerson 
ignores this side of the question. 

Furthermore, there was no real break in the credit relationships between 
Britain and America after 1783. Not only that, but American producers of such 
crops as tobacco, for the first time since 1660, found fellow American, English, 
and European merchants competing for their crop. Dickerson, to prove his 
contention, quotes figures to show the decline in the number of pounds of 
tobacco exported after the Revolution. Harper gives approximately the same 
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figures, but he does what Dickerson does not do: gives figures for the value of 
the crop exported. This proves that the value of exports increased rather than 
decreased. Another factor left out of account by Dickerson is the growth of 
domestic consumption. 

Eighteenth-century statistics are elusive at best, but it seems evident that 
Dickerson’s generalizations about the importance of enumeration to American 
economy must be examined more carefully before they can be accepted. 

There are a good many other statements or implications that are either doubtful 
or wrong. It is implied that the system of admiralty courts was something new 
and strange after 1764, whereas, in fact, admiralty courts had been in operation 
since the end of the seventeenth century. Furthermore, the four new courts 
were not established until 1768. There was plenty of opposition to customs 
enforcement long before 1763 and particularly during the French and Indian 
War. Dickerson’s assertion about the “militant loyalism” of the colonies during 
that war would not be supported by most of the officials who lived at the time. 
The rapid payment of colonial debts after the French and Indian War was due 
to their methods of finance, not to their “prosperity.” There is no indication of 
the kind of pressure that produced the Molasses Act of 1733. The “Gaspee” was 
under the Admiralty, not the American Board at Boston. 

It is not pleasant to take so many exceptions, some of which are important, 
to a book that is the result of prodigious research and that is filled with valuable 
materials and interpretations. The over-all contention that the Navigation Acts 
did not cause the American Revolution is valid and proof enough is offered. 
It was unnecessary to force all the evidence into the shape of further proof, 
especially when it resulted in what seem to be questionable interpretations of 
some of the evidence. Mr. Dickerson’s own indispensable monograph on the 
Board of Trade places many problems discussed here in a longer perspective. 
It is a perspective which offers a corrective to some of the interpretations of this 
book, which, be it said, and despite all the qualifications, is equally indispensable 
for scholars in the field. 

Merri. JENSEN, University of Wisconsin 


Investment in Empire: British Railway and Steam Shipping Enterprise in India, 
1825-1849. By Daniel Thorner. Philadelphia: University of Pennsylvania Press, 


1950. Pp. xi, 197. $3.75. 


The aim of the author is to explain the process by which steamship and railway 
lines for India were established. He therefore works with the period 1825-1849, 
during which the outlines of projects appeared, rather than with their early 
period of actual development over the ensuing quarter century. This work is 
thus primarily of British promotional activity in India. 

The method of approach is largely chronological. The letters and reports 
concerning the leading projects are reviewed at length. Four organizations are 
treated in considerable detail: the Peninsular and Oriental Steam Navigation 
Company, the East Indian Railway, the Great Indian Peninsular Railway, and, 
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insofar as it dealt with these matters, the East India Company. There is a con- 
siderable parade of merchants, governors, military leaders, and bankers, both 
in Britain and in India, who were concerned with these projects. The ups and 
downs of projects aborning are here spread out, at times to a rather tedious 
extent. But here one can get the record, insofar as it can be had from these 
letters and reports, of the process of promoting capital investment in this part of 
the British Empire. To this extent the book is valuable. 

The book would be more useful if the episode were placed in proper position 
in the general picture of British shipping, trade, and finance. It would also have 
been better if we were given an opportunity of tracing the effects of these projects. 
The author, however, leaves us with the initial arrangements completed. While 
it is undoubtedly true that other works take up where he leaves off, there are 
many unanswered questions concerning the promotions. For example, the last 
two chapters are concerned with the struggle to secure guarantees of interest on 
railway capital from the East India Company. This is a system much like that 
used by the French government. Mr. Thorner does not like this system: his 
last chapter is subtitled “Private Enterprise at Public Risk.” But he does not 
adequately deal either with the need for the government guarantee, or with its 
aftereffects. From this he concludes that laissez faire in mid-nineteenth-century 
Britain was a myth. In this connection the guarantees recently extended by our 
own government to private foreign investments are interesting. Furthermore, 
only in a brief and quite inadequate fashion are we given a view of the oppor- 
tunity costs encountered by the Indian promoters in the form of alternative uses 
of capital. In short, the author has restricted himself too closely to the particular 
letters and reports concerned with these endeavors. 

The material on the Peninsular and Oriental Company is likewise limited too 
much to these particular Indian papers. There is much interesting new material 
on the agitation which resulted in the mail contracts. The episode is not, however, 
set in proper perspective against the rapid development of other contract services, 
especially to North America and the West Indies, nor are the views of the 
Admiralty discussed. 

The book is fairly well written and in places is fascinating. It is a worth-while 
addition to our knowledge of the process of overseas investment in the nineteenth 


century. 
Joun G. B. Hurcuins, Cornell University 


Coffee, Tea, and Cocoa: An Economic and Political Analysis. By V. D. Wickizer. 
Stanford, California: Stanford University Press, 1951. Pp. xiii, 497. $5.00. 


Neither coffee, tea, nor cocoa is vital to sustaining life, but tea and coffee have 
come to play such a role in beverages and cocoa in confectionery that they can 
be classed as psychological necessities. They definitely are vital crops to the 
principal areas of production, which center in three different continents: coffee 
in South America and the Caribbean, tea in Asia, and cocoa in Africa, with the 
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economic welfare of Brazil, parts of India, and West Africa being determined 
by the purchasing power of Europe and North America. 

V. D. Wickizer’s volume is the first of a group of studies on Food, Agriculture, 
and World War II published by the Food Research Institute of Stanford Uni- 
versity. It provides a convenient handbook concerning the growth and marketing 
of the three commodities as well as the attempts to control the industries and 
their future trends and problems. It overlaps somewhat the books by the same 
author, Tea Under International Regulation (1943) and The World Coffee 
Economy with Special Reference to Control Schemes (1944), but they deal mostly 
with the prewar controls and the present book emphasizes the war and postwar 
periods. 

Necessarily, discussion of the history of the commodities before the twentieth 
century merely provides background of the type found in general reference works. 
Yet modern data, conveniently compiled as is done here, have value for historians 
of earlier periods. For example, it helps to gain perspective in studying smuggling 
in colonial America to know that annual tea consumption in the United Kingdom 
was less than 4 pounds per capita in 1870 and only for a brief period in the early 
1930's rose above 10 pounds while in the United States it remained consistently 
at about 1 pound or less. In the case of coffee, consumption in the United States 
rose from about 7 pounds to more than 18 pounds per capita while that of coffee 
in Britain remained even less than that of tea in the United States. It is also useful 
to know that 1.2 pounds of green or 1 pound of roasted coffee makes 35-40 cups 
of beverage and 1 pound of tea makes 180-200 cups (p. 399). 

The great problem of the present century is how to provide a satisfactory 
equilibrium between supply and consumption. The volume offers no panacea; 
instead it provides data for consideration which throw much light upon the 
problems of social engineering. There are examples of the usual producers’ 
combinations, and the Inter-American Coffee Agreement supplies a case in which 
a consuming country that is not also a producer plays a dominant role. Lack of 
adequate data handicaps traders and government planners alike. Plans become 
complicated by shipping shortages and the need of the United States for political 
goodwill and of producing areas for dollar exchange. Indigenous peoples no 
longer are willing to supply plantation labor at a pittance. The policies underlying 
the International Commodity Agreements conflict with those on which Inter- 
national Trade Organization are based. Storms, blights, and virus attack the crops; 
modern research tries to save them and extend their markets. Wartime develop- 
ments popularize soluble coffee and give us the unmeltable chocolate bar. 

The book is a handsomely prepared volume. Statement of weights and values 
in a common unit or a table, giving equivalents on one page, would have been 
a welcome addition, but otherwise the book is conveniently arranged for use. 
It has useful maps, tables, and charts and an index. The scholar’s gratitude is 
due not only to the volume’s author but also to the Food Research Institute and the 
Press of Stanford University. 

Lawrence A. Harper, University of California 
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Comercio entre Venezuela y México en los Siglos XVII y XVIII, By Eduardo 
Arcila Farias. Mexico City: El Colegio de México, 1950. Pp. 324. 


With this work its Venezuelan author has made a noteworthy contribution 
to both the economic literature of the colonial period of Latin America and 
contemporary Venezuelan historiography. The traffic in cacao between 1622 
and 1789 serves as the principal theme of Arcila Farias, to such a degree, in fact, 
that one almost expects to see the word cacao in the title. 

Much of the value of the study is inherent in the breadth of approach the 
author makes to his subject. In addition to the study of its movement from 
Venezuela to Mexico, cacao, the leading product and export of the former 
and a significant import for the latter during most of the seventeenth and 
eighteenth centuries, is viewed in its over-all relationship to the economies of the 
two areas, in the evolution of commodity prices, in the distinctive system of its 
marketing, in its relationship to the Venezuelan supply of money, in its relation 
to general taxes and defense appropriations, in relation to the competition it knew 
from the cacao of Guayaquil in the Mexican markets, and in its relation to the 
general pattern of Spanish imperial legislation on economic matters. 

For its authoritative tone and revealing detail, the volume deserves a place 
alongside such works as those of Haring (Trade and Navigation between Spain 
and the Indies in the Time of the Hapsburgs) and Hussey (The Caracas Com- 
pany, 1728-1784). When, for example, Arcila Farias treats the complications of 
the Caracas-Guayaquil cacao competition and the organization of the cacao market 
in Veracruz, he calls attention to areas of economic history that have long 
awaited the archival probings of some researcher. 

One of the great strengths of the work stems from the apparent thoroughness 
with which Arcila Farias exploited the archives of both Venezuela and Mexico. 
The wealth of documentation serves to reinforce the measure of respect the 
reader develops for the work. The maps, the clearly constructed graphs, and 
the numerous and lengthy tables are distinct assets. In addition to the aforemen- 
tioned archival materials, the work is based upon printed documents, newspapers, 
and travelers’ accounts, all of which are listed in the well-proportioned bib- 
liography. 

Despite such drawbacks as a tendency toward repetition, too much emphasis 
upon the province of Caracas at the expense of the rest of Venezuela, and too 
great a tendency to read realities out of legislative intentions, the Caracas 
historian has done a brilliant job of synthesizing mountains of seemingly 
heterogeneous materials. The reader who is interested in colonial commerce at 
large, as well as the specialist in the Caribbean area, will welcome this work. 

Curnton Harvey Garpiner, Washington University 
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